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stable, unfailing protection for 
their investment, at lowest cost, 


in Mill Mutual Fire Insurance. 


THE MILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 


MILL MUTUAL - 


Millers Mutual Fire Insurance Co................. Harrisburg, Pa. 
Millers Mutual Fire Insurance Co............... Fort Worth, Texas i. 
Pennsylvania Millers Mutual Fire Ins. Co......... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association.............. Alton, Il. 
Grain Dealers National Mutual Fire Ins. Co....... Indianapolis, Ind. 
Western Millers Fire Insurance Co.............. ,Kansas City, Mo. 
National Retailers Mutual Insurance Co.............. Chicago, Iil. 
Michigan Millers Mutual Fire Insurance Co......... Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co........... Des Moines, Iowa 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, Il. 


A Service organization maintained by the Mill Mutuals. 
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CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMENS MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 





NATIONWIDE INSURANCE 
Gw1C£ 








Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Lumbermens Mutual Insurance 

Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna—Lumbermens & Manufacturers Mutuals, Inc., 

James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 

Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — 
Martin Agency, Seattle. 





























LESLIE L. GWALITNEY, Jr. 


Superintendent of Insurance 


STATE OF ALABAMA 


yee by Governor James E. Folsom as Superintendent of Insur- 
ance of Alabama is L. L. Gwaltney, Jr., a former deputy superin- 
tendent in the state Insurance Department. The new Superintendent, 
a native of Virginia, served in the China-Burma-India area with the 
U. S. Army Air Forces during World War II, and was discharged with 
the rank of major. At the time of his appointment he was assistant 
secretary of the All State Life Insurance Company of Montgomery. 
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TIME TO EXAMINE CREDENTIALS OF 
“SPOKESMEN FOR PUBLIC INTEREST” 


ROBABLY no situation in insur- 

ance history has led to such out- 
pourings of the spoken word, and to 
such a monopolizing of space in the 
insurance periodicals, as has the con- 
troversy over the regulation of rates 
which has built up since insurance 
was declared to be commerce. The 
product has been remarkable not only 
for its volume, but for its infinite var- 
lety. 


The lawyers have left a cautious 
trail over acres of print during the 
past three years, with commas and 
asterisks serving as their footprints. 
Insurance company executives have 
been unusually free with comment 
that has ranged from tightly-reasoned 
analysis all the way up to irrespon- 
sible flamboyance. Brokers and agents 
have assaulted the subject from every 
conceivable quarter, and mild indeed 
has been the statement of position 
which has not been under incessant 
fire. 


But a little reflection reveals one 
curious circumstance. It is that there 
is one point of similarity in every 
statement that has been made. Every 
speaker, every writer professes to be 
the spokesman for the public interest. 


The word “curious” is used inten- 
tionally, for the purpose of bringing 
sharply to the attention of those con- 
cerned in the controversy the obvious 
contradiction involved. If all of the 
pariicipants were advancing a rough- 
ly similar solution to the problem un- 
Jer consideration, with differences on- 
ly a matter of details, it is conceivable 
thet all would be serving the public 
interest—or that none would. But 
when one takes 4 position almost com- 
nletely the opposite of that taken by 
another—with both claiming to be 


the public’s champion—it would seem 
obvious that one either is deluding 
himself, or is cynically attempting to 
delude everyone else. 


If it be assumed that the public 
cloes have an interest in the regulation 
of insurance in general and of insur- 
ance rates in particular, and this long 
has heen taken for granted, it should 
be possible to determine where this 
pubiic interest lies. Once that is de- 
termined it should not be too difficult, 
at least in theory, to check the posi- 
tions of the various contestants and 
to find out which of them actually. 
comes ciosest to expressing and rep- 
resenting this interest. 


The alternative is to demand a 
look at the credentials of each of the 
numerous spokesmen for the “public 
interest” who have been springing up 
so profusely of late. Were they 
chosen for this responsible position 
by some sort of poll? Do they have 
letters of authority which authorize 
their service as public advocates? Or 
have they merely ‘appointed them- 
selves? It is a relatively simple mat- 
ter for anyone with a loud voice or 
a facile pen to appoint himself a 
spokesman for the public; the diffi- 
cult feat is to get any reasonably large 
number of people to confirm the ap- 
pointment. 


The term “the public’, of course, 
is one for demagogues. Anyone who 
has had extensive experience in deal- 
ing with people knows that there is 
no such thing as “the public’, in the 
sense of a group having identical in- 
terests and reactions. There are many 
“publics”, the members within each 
of which act somewhat alike or think 
somewhat alike because they have 
some sort of common interest. None 
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save the simplest type of individual is 
identified with a single “public”; the 
average person is a member of many, 
and the identity of the “public” of 
which he forms a part varies from 
time to time, and from situation to 
situation. This easily demonstrable 
fact is the basis of such practical arts 
as politics and public relations. 


A common phrase in the insurance 
business is “the insurance-buying pub- 
lic’, the purpose of which is to set 
aside from the general population 
those individuals who own insurance 
policies of one kind or another. As a 
preliminary step, who in the insurance 
business can profess to speak for 
those who are not insurance policy- 
holders, except by depending upon 
some involved reasoning that makes 
insurance the benefactor of all man- 
kind? 


But even the “insurance-buying 
public” can further be divided into 
many smaller publics. Is the individ- 
ual who purports to speak for the in- 
surance-buying public the holder of 
credentials from the vast army of life 
insurance policyholders when he lifts 
his voice in praise or condemnation 
of a casualty insurance bill? If he is, 
the life insurance policyholders prob- 
ably do not know about it. 


There are all sorts of publics even 
within the ranks of the holders of fire 
insurance and casualty insurance poli- 
cyholders. There is the small insur- 
ance buyer, who insures himself 
against the possibility that he may 
incur a hospital bill. There is the in- 
dividual who has a policy on his home. 
There is another who has policies on 
his house and his automobile. There 
is another whose insurance concerns 
the possibilities of loss in a‘ small 
business enterprise. There is the 
large insurance buyer—possibly a 
corporation operating nationwide — 
that needs a specialist merely to keep 
track of insurance policies. These 
could all be termed members of the 
insurance-buying public, but it is ri- 
diculous to say that their interests are 
identical. It is equally ridiculous to 
contend that they have joined in ap- 
pointing any individual to act as their 
spokesman in insurance matters. 


Possibly the most vociferous in 
contending that they are the public’s 
appointed spokesmen, in the present 
situation, have been some of the larg- 
er insurance brokers. In claiming to 
be the representatives of the public 
they have not made any of the dis- 
tinctions cited above. The tenor of 
their arguments has made this unne- 
cessary, however, since it has been 
plain that the public they profess to 
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represent is made up of the large in- 
surance policyholders who are their 
clients. The point which they have 
stressed is that it is un-American, and 
a sin against free enterprise, to re- 
quire the large insurance buyer to 
meet the same insurance costs as the 
small insurance buyer whose position 
insurancewise is similar. 


This would be an excellent situa- 
tion in which to call for a show of 
credentials. It would be interesting 
indeed to make a thorough check of 
the attitudes of all large insurance 
buyers to determine whether top man- 
agement—not its insurance buyers or 
insurance brokers—is so thoroughly 
sold upon being the recipient of in- 
surance rate favoritism as it is rep- 
resented to be. Public-relations-con- 
scious as large organizations must be, 
it is questionable that any substantial 
number would insist upon favored in- 
surance rate treatment were it point- 
ed out clearly that any such advantage 
must be purchased at the expense of 
the many thousands of small insur- 
ance buyers who are in no position 
to demand rate preferences. 


The true interest of all publics, in- 
surance-buying and non-insurance- 
buying alike, in insurance regulation 
can be set down in a few simple 
words. It is in the solvency of insur- 
ance companies, in the rendering of 
the full service which insurance con- 
tracts imply, and in the furnishing of 
insurance protection at the lowest cost 
compatible with the other factors in- 
volved—with favoritism for no one. 
No spokesman is needed to tell that 
to business, to government, or to any 
intelligent American. 


FIRE PREVENTION 


ERTAINLY there could be no 

more auspicious time than the 
present for the holding of two meet- 
ings which are scheduled for the 
month of May—the President’s Con- 
ference on Fire Prevention in Wash- 
ington, May 6-8, and the annual meet- 
ing of the National Fire Protection 
Association in Chicago, May 26-29. 
Public awareness of the destructivity 
of fire, usually not too vivid, has been 
growing for almost a year. Sparked 
by the hotel fire disasters in 1946, 
maintained by the year-end figures on 
the magnitude of 1946 fire losses, and 
reinforced by the recent Texas City 
disaster, this interest now seems to 
have reached the point where there is 
some possibility of translating it into 
action. 





If the plans developed at the two 
meetings, and the public emphasis 
which is given to fire prevention by 
their deliberations, have the effect of 
turning the trend even slightly down- 
ward, the effort will have been worth 
what it costs. It should be remember- 
ed that the President’s Conference on 
Traffic Safety last year did not seem 
in advance to offer much hope for im- 
proving an automobile accident situa- 
tion which people were coming to take 
for granted, and there was nothing 
sensational about the recommenda- 
tions which were made there. Yet in 
the months which since have passed 
there has been a steady decrease in 
traffic fatalities, and some credit must 
be given to the impression which the 
Conference made upon the public con- 
sciousness. 


Preventing fires and preventing 
automobile accidents are not precise- 
ly the same things, of course. In 
automobile accidents the cause usually 
is to be found within the driver; 
something which he does or fails to 
do is the cause of the ordinary acci- 
dent. In a situation of this sort it is 
obvious that a change of attitude up- 
on the part of the individual can be 
very effective in decreasing the num- 
ber and severity of accidents. 


A good deal has been said and writ- 
ten in an effort to demonstrate that 
it is individual carelessness or ignor- 
ance that is responsible for most fires. 
There is some truth in this, of course. 
The careless smoker and the unthink- 
ing housewife are responsible for 
many fires, and for considerable finan- 
cial loss. But a great many fires are 
started, and spread, because of the 
presence of factors which would cor- 
respond to mechanical flaws or fail- 
ures in automobiles. Buildings are 
improperly constructed and maintain- 
ed, machinery and equipment are in- 
adequately safeguarded. In the larger 
sense these are the fault of some in- 
dividual, but the connection is not as 
direct as in the case of the driver and 
his automobile. 


This suggests that, at least as far 
as the President’s Conference is con- 
cerned, the job will not be done simply 
because an ambitious program is set 
up to publicize widely the causes of 
fires and the steps that should be 
taken to avoid them. That has been 
the technique of much organized fire 
prevention activity for many years, 
and the educational effort has rolled 
off the backs of the public like so 
much water. It simply does not im- 
press people much to tell them that 
a fire is an undesirable occurrence, 
and that it should be avoided. They 
know that already. 
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The work that the National Fire 
Protection Association has been do- 
ing over so long a period has been 
largely of a different nature, and 
probably it has been more effective 
than the annual fire loss figures show. 
Much of its attention has been de- 
voted to such practical matters as im- 
proving fire-fighting equipment, tech- 
niques, and organization; to engin- 
eering analyses of new hazards; and 
to investigations of fire causes. This 
is the fundamental type of activity 
upon which any effective long-range 
program of reducing fire losses must 
be based; the gaining of public sup- 
port for the idea of fire prevention is 
not of too great value unless there is 
some organization capable of formu- 
lating sound recommendations for the 
public to follow. 


It has been stated that no perma- 
nent organization will be set up as 
the result of the President’s Confer- 
ence on Fire Prevention. This would 
seem to mean that the impact of the 
Conference’s recommendations is ex- 
pected to be so strong and immediate 
that there will be an immediate im- 
provement in the fire toll. The result 
should be an interesting thing to 
watch. 


STRAW IN THE WIND 


OR many months representatives 

of the national casualty insurance 
and life insurance associations have 
been meeting to explore the possibili- 
ties of cooperation with the medical 
profession in the field of prepayment 
or insurance plans for medical care. 
Interest of many insurance carriers 
has been growing in the question of 
whether such plans, sponsored by lo- 
cal or state medical societies but ad- 
ministered through private insurance 
companies, constitute the most prac- 
tical method of meeting the threat of 
compulsory Federal health insurance 
which had the medical profession so 
completely upset a year ago. 


Some progress in cooperation has 
been indicated, through such activities 
as meetings between the insurance 
committee and a committee of the 
American Medical Association. In a 
number of areas negotiations are un- 
derstood to be in progress between in- 
surers and medical groups for the 
setting up of joint prepayment plans, 
and some already are in operation. 


Doubtless it will come as something 
of a shock, therefore, to note a state- 
ment which was made at a recent mid- 
year meeting of the Blue Cross Com- 
mission in Milwaukee by Frank E. i 
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Smith, Chicago, director of Associ- 
ated Medical Care Plans, Inc. He is 
reported to have stated that, at a meet- 
ing held in Chicago late in April, it 
was decided that medical and surgical 
care plans that are underwritten by 
private insurers will not be eligible 
for membership in Associated Med- 
ical Care Plans, Inc. The report as- 
serted that this will be true even 
though such plans are sponsored by 
local medical societies. 


The first reaction to this news of 
insurance company executives who 
are interested in writing medical pre- 
payment insurance may be expected 
to be, understandably, that it means 
private insurers are to be frozen out 
of the field. The possibility of making 
further progress through continuing 
cooperation with leaders in organized 
medicine would seem slight. 


Closer examination of the situation, 
however, reveals that this analysis is 
not quite accurate. Associated Med- 
ical Care Plans, Inc., is what might 
be called a trade association of the 
medical care prepayment plans which 
have received the seal of approval of 
the American Medical Association, 
and among the really potent factors 
in the association are the Blue Cross 
hospital care plans. But Associated 
Medical Care Plans, Inc., is not the 
agency which passes upon the eligi- 
bility of medical and hospital care 
plans to receive the seal of acceptance 
of the American Medical Association. 
That function resides in the American 
Medical Association’s Council on 
Medical Service, which has not stated 
that plans underwritten by private 
insurers will be denied the seal of 
acceptance. 


At the time the American Medical 
Association announced its plans for 
approval of medical care programs, 
more than a year ago, an outline was 
furnished in a statement by Dr. Mor- 
ris Fishbein, editor of the Journal of 
the American Medical Association. 


He said then that standards of ac- 
ceptance for medical care plans had 
been set up by the American Medical 
Association, and that those qualifying 
would be indorsed by that organiza- 
tion. The plan must have the approv- 
al of the state or county medical so- 
ciety in its area of operation, and such 
societies’ members must assume re- 
sponsibility for the medical service 
included in the benefits. There must 
be free choice of a qualified doctor 
of medicine, between whom and the 
patient a confidential and personal re- 
lationship must be maintained. 
Whether benefits are paid as cash in- 
demnity or service units, there must 
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be compliance with provisions for 
actuarial data, systems of accounting, 
supervision by proper state authori- 
ties, and periodic checking and re- 
porting of the progress of the plan 
to the Council on Medical Service of 
the American Medical Association. 


He announced then that an inde- 
pendent association titled “Associat- 
ed Medical Care Plans, Inc.” had been 
set up to bring into membership all 
plans which met the American Med- 
ical Association’s minimum standards. 
The stated purpose of this association 
was to attempt to establish coordina- 
tion and reciprocity among all plans, 
to permit transfers and to facilitate 
securing of benefits wherever the sub- 
scriber might be located. This was 
expected to make it possible for the 
Veterans Administration, welfare and 
industrial groups, and government 
agencies to provide coverage for the 
people in any given area through a 
system of national enrollment. It was 
claimed that the association would 
undertake research and compilation 
of statistics on medical care, provide 
consultation and information services 
based on the records of existing plans, 
and engage in a great campaign of 
public education as to the medical 
service plan movement under the aus- 
pices of state and county medical so- 
cieties. 


At the same time it was announced 
that the Board of Trustees of the 
American Medical Association had 
established, under its Council on Med- 
ical Service, a Division of Prepay- 
ment Medical Care Plans. The duties 
of the Division’s director and _ staff 
were declared to be administration 
of the activities of the Council on 
Medical Service related to the promo- 
tion and development of medical care 
plans in all of the states. 


The reported action of Associated 
Medical Care Plans, Inc., in denying 
membership to fmedical prepayment 
plans underwritten by private insur- 
ance companies, would seem to run 
counter to its original announced pur- 
pose of “bringing into membership 
all plans which meet the American 
Medical Association’s minimum stan- 
dards.” If the Council on Medical 
Service of the American Medical As- 
sociation should grant a seal of ac- 
ceptance to a plan operated by a pri- 
vate insurer, under the sponsorship 
of a local medical society, it is in- 
teresting to speculate upon what that 
plan’s standing would be. It is our 
understanding that no plan involving 
a so-called private insurer has yet re- 
ceived the seal of acceptance from 
the Council on Medical Service of 
the American Medical Association. 














6—May, 1947 


JouRNAL oF AMERICAN INSURANCE 





Drive to Pass Rating Legislation 
Advancing into Its Final Stages 


Action Taken on Rate Regulation by Eighteen Legislatures 


HIE end of the fourth month of 

the legislative year of 1947— 
which began with sessions scheduled 
in the general assemblies of forty- 
four states—marked the opening of 
its final stages. As April opened sev- 
enteen legislatures had concluded their 
1947 deliberations ; during the month 
nine more adjourned, to leave eight- 
een legislatures and still 
active. Hardly more than a dozen 
or so are expected to continue their 
sessions beyond the end of May. 


Congress 


When the sessions began in Janu- 
ary the interest of the insurance world 
in them was very much greater than 
usual, for the obvious reason that it 
was considered essential to enact fire 
insurance and casualty insurance rate 
regulatory laws in each state, if some 
degree of Federal regulation of the 
business of insurance were to be 
avoided. Not only was enactment of 
rate regulatory legislation of some 
sort regarded as essential, but it was 
believed that the laws enacted 
must provide truly effective regula- 
tion, and that there must be a reason- 
able degree of uniformity in the laws 
enacted in each of the states. 


also 


With only weeks to go before the 
legislative year of 1947 is history it 
can be said that the state legislatures 
have done the job of enacting insur- 
ance rate regulatory legislation. In 
almost every session that has ended, 
except in the states in which said leg- 
islation was passed in 1945, laws con- 
cerning fire insurance and casualty in- 
surance rate regulation have been en- 
acted; there has been no disposition 
to ignore the subject. In the states 
where the general assemblies remain 
there is little doubt that 
will be enacted in most 
cases before the final gavel falls. 


in session 


such laws 


That the rating legislation which 
has been passed, and which promises 
to be passed, before the sessions end 
meets the test of effectiveness cannot 
be said with the same confidence, In 
almost every state the fire insurance 
and casualty insurance rate regulatory 
bills which had been worked out over 
a two-year period by the National As- 
sociation of Insurance Commissioners 


Still in Session Awaited by 


and the Insurance All-Industry Com- 
mittee were attacked. In some states 
they were enacted. In others reason- 
able facsimilies of the Commission- 
ers-All Industry measures, changed 
somewhat by amendments, were ap- 
proved. In still other states insurance 
regulatory laws which do not provide 
rate regulation of the type contem- 
plated by the Commissioners-All In- 
dustry bills went onto the statute 
books. 


It cannot be said truthfully that 
uniformity was achieved in the fire 
insurance and casualty insurance rate 
regulatory laws which have been en- 
acted to date. The pulling and haul- 
ing of the legislative process, often 
rendered more than usually violent 
by insurance producers and_ insur- 
ance carriers with localized political 
strength who sought to bend the en- 
actments to their own supposed ad- 
vantage, led to very wide differences 
in the types of rate regulatory statutes 
approved. 


Doubtless a more nearly satisfac- 
tory appraisal can be made a month 
from now, when some of the larger 
premium-volume states have made 
their legislative decisions, and when 
there has been an opportunity for 
progress in the hearings on a casualty 
insurance rate regulatory measure for 
the District of Columbia to which a 
Congressional committee will turn its 
attention during May. 


EPORTS reaching this publica- 

tion indicated that, as of May 1, 
the national situation in the field of 
fire insurance and casualty insurance 
rate regulatory legislation was as fol- 
lows: 


ALABAMA. No bills have yet been 
introduced. Fire and casualty rate 
regulatory legislation was passed in 


1945, 
CALIFORNIA. A combined fire- 


casualty rate regulatory based on final 
Commissioners-All Industry bills re- 
mains in committee in both houses. A 


All Insurance Organizations 


combined independent _ fire-casualty 
rate regulatory bill was amended in 
House to prohibit most agreements to 
adhere to rates or rules, passed by 
House, amended in Senate, and re- 
referred to Senate Financial Institu- 
tions committee April 24. McBride 
combination fire-casualty rate regula- 
tory bill, similar to independent bill, 
amended twice in Senate and rerefer- 
red to Senate Financial Institutions 
committee. Anti-monopoly bill and 
unfair trade practices bill are pending. 


COLORADO. A fire rate regu- 
latory bill, substantially the Commis- 
sioners-All Industry bill, and a casu- 
alty rate regulatory bill sponsored by 
Insurance Commissioner were passed 


and signed. Legislature adjourned 
April 18. 


CONNECTICUT. The final Com- 
missioners-All Industry fire and cas- 
ualty rate regulatory bills, a bill con- 
cerning interlocking directorates, and 
a bill concerning fixing of rates for 
compulsory motor vehicle insurance 
have been introduced. Fire and cas- 
ualty rate regulatory legislation was 


passed in 1945. 
DELAWARE. A combination fire 


and casualty rate regulatory bill was 
enacted. Legislature adjourned April 
a 


DISTRICT OF COLUMBIA. 
The Commissioners-All Industry rate 
regulatory bill, with Moser amend- 
ments, and three other casualty rate 
regulatory bills, have been introduced 
in Congress. Committee hearings 
scheduled to begin May 7. 


FLORIDA. Introduced in House 
have been an unfair trade practices 
bill, a bill amending the present cas- 
ualty law to make it apply to motor 
vehicle insurance and adding “choice 
of act” paragraph, a bill adding “choice 
of act” paragraph to the present fire 
rating law, and a bill regulating ad- 
visory organizations. 


ILLINOIS. Fire and casualty in- 
surance rate regulatory bills based on 
Commissioners-All Industry bills have 
been introduced in both houses under 
sponsorship of interim study commis- 
sion, and hearings before insurance 
committees have begun. 











IOWA. Commissioners;All Indus- 
try fire and casualty rate regulatory 
bills have been passed and _ signed. 
Legislature adjourned April 25. 


KANSAS. Commissioners-All In- 
dustry fire rate regulatory bill was 
passed and signed. Casualty rate reg- 
ulatory bill with “California plan” 
amendments, and bill to amend 1945 
casualty rate regulatory act were 
killed. Legislature adjourned April 4. 


MAINE. Commissioners-All In- 
dustry fire and casualty rate regu- 
latory bills were reported unfavorably 
in Senate. Fire and casualty rate reg- 
ulatory bills sponsored by Insurance 
Commissioner and _ local agents, 
amended to require filing of rates, 
were passed and signed. 


MASSACHUSETTS. Numerous 
rate regulatory bills, including final 
version of Commissioners-All Indus- 
try bills, have been introduced, and 
extended hearings on them have been 
conducted. Unfair trade practices, in- 
terlocking directorates, and _ stock 
ownership in insurance companies are 
also subjects of pending bills. 


MICHIGAN. Commissioners-All 


Industry fire rate regulatory _ bill 
passed Senate with minor amend- 
ments. Commissioners-All Industry 


casualty rate regulatory bill, with ex- 
tensive amendments, passed Senate. 
Unfair trade practices bill was _ re- 
ported favorably in Senate, and re- 
referred to Senate insurance commit- 
tee. 


MINNESOTA. Commissioners- 
All Industry fire and casualty rate 
regulatory bills, with amendments, 
and unfair trade practices bill, were 
passed and signed. Legislature ad- 
journed April 23. 


MISSOURI.  Commissioners-All 
Industry casualty rate regulatory bill 
has been introduced with Insurance 
Commissioner’s sponsorship, as has a 
fire rate regulatory bill amending the 
present law. Another casualty rate 
regulatory bill sponsored by local in- 
surance agents has been introduced. 
Hearings are in progress. 


NEBRASKA. Commissioners-All 
Industry fire and casualty rate regu- 
latory bills, with Moser amendments, 
have been amended and reported fav- 
orably by insurance committee, as has 
an amended unfair trade practices bill. 
A combination fire-casualty rate reg- 
ulatory bill, regulating rating organ- 
izations rather than rates, was killed. 

NEW HAMPSHIRE. Three bills 
sponsored by Insurance Commissioner 


were amended and passed House; 
they prohibit unfair trade practices, 
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regulate rating organizations, and 
amend workmen’s compensation and 


motor vehicle laws. Bill to regulate 
fire and certain casualty rates was re- 
ferred to appropriations committee. 


NEW JERSEY. An unfair trade 
practices bill, and a bill to put certain 
inland marine rates under the rating 
law, were enacted. The state already 
has all-line rate regulation. Legisla- 
ture adjourned April 21. 


NEW YORK. Unfair trade prac- 
tices act passed but vetoed by Gover- 
nor. Bills enacted permitting excess 
rates on risks unable to secure insur- 
ance, and permitting state to buy and 
sell advisory service on rate matters. 
Resolution for interim study of Pub- 
lic Law 15 problems approved. Bill 
to add a number of Commissioners- 
All Industry provisions to present 
rating law passed House but died in 
Senate. Bill for state anti-trust law, 
to regulate rates of state workmen’s 
compensation fund, and the rate regu- 
latory bill sponsored by Risk Research 
Institute died when legislature ad- 
journed. 


NORTH CAROLINA. Bill to ex- 
empt truck and bus insurance from 
rating law, amended to exclude pas- 
senger cars and taxicabs, was passed 
and signed. Bills died that would have 
required individual risk rating on all 
automobile liability policies with over 
$3,000 in premiums, required a pub- 
lic hearing on every rate change for 
automobile liability insurance, and re- 
quired public members on governing 
committee of every rating organiza- 
tion. Fire and casualty rate regu- 
latory laws were passed in 1945, and 
workmen's compensation and automo- 
bile rate regulatory laws preceded 
them. Legislature adjourned April 5. 


OHIO. Casualty rate regulatory 


bill sponsored by local insurance 
agents has passed House without 
amendment. Commissioners-All In- 


dustry fire and casualty rate regula- 
tory bills have been introduced in 
both houses. Bills concerning inter- 
locking directorates, stock ownership, 
and unfair trade practices have been 
introduced, as has bill permitting 
private insurance companies to write 
workmen’s compensation insurance. 


OKLAHOMA. Commissioners-All 
Industry fire rate regulatory bill re- 
ported favorably in House, approved 
by committee of the whole, then re- 
considered and rejected by committee 
of the whole. Commissioners-All In- 
dustry rate regulatory bill reported 
favorably by House insurance com- 
mittee as substitute bill with many 
changes, but later stricken from cal- 
endar. Casualty rate regulatory bill 
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sponsored by certain domestic com- 
panies remains in committee. 


OREGON. Commissioners-All In- 
dustry fire and casualty rate regula- 
tory bills were passed and signed. Un- 
fair trade practices bill died. Legis- 
lature adjourned April 5. 


PENNSYLVANIA. Four rate 
regulatory bills, and bills on inter- 
locking directorates, stock ownership 
in insurance companies, and unfair 
trade practices—sponsored by Penn- 
sylvania Industry Conference Com- 
mittee—have passed House with min- 
or amendments. 


RHODE ISLAND. Commission- 
ers-All Industry fire and casualty rate 
regulatory bills have been introduced 
in both houses, as have fire and cas- 
ualty rate regulatory bills sponsored 
by interim legislative committee, 
which permit rate-cutting to meet 
competition. Unfair trade practices 
bill, bill permitting Insurance Com- 
missioner to fix compulsory motor 
vehicle rates, and bill to permit Di- 
rector of Labor to fix workmen's 
compensation rates have been intro- 
duced. Another workmen's compen- 
sation bill along similar lines reported 
tavorably by House labor committee, 
rereferred to finance committee. ‘Res- 
olution extending life of interim in- 
surance committee to next annual ses- 
sion of legislature has been approved. 


SOUTH CAROLINA. Legislative 
committee has sponsored introduction 
of insurance code including Commis- 
sioners-All Industry fire and. casualty 
rate regulatory articles. 


TEXAS. Commissioners-All In- 
dustry casualty rate regulatory bill 
has been reported favorably by Sen- 
ate insurance committee, in form 
amending the 1945 casualty rating law 
to include motor vehicles and repeal- 
ing separate motor vehicle rating law. 
An all-line rating bill seeking to dim- 
inish the power of Texas Insurance 
Board has been killed. 


VERMONT. Bill amending the 
fire rate regulatory law to include 
casualty lines was passed and signed. 
Legislature adjourned April 26. 


WISCONSIN. Commissioners-All 
Industry casualty rate regulatory bill 
has been reported favorably, “with 
amendments, by House insurance 
committee. Commissioners-All Indus- 
iry fire rate regulatory bill has passed 
Senate. Unfair trade practices bill 
in House has been amended and re- 
referred to committee. House resolu- 
tion to investigate automobile casualty 
rates was approved. 
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CHANGES IN POSTWAR 
BUSINESS POPULATION 


URING the war years it became 

obvious to everyone that very 
considerable shifts of civilian popu- 
lation from one section of the United 
States to another were taking place, 
in addition to the changes in popula- 
tion distribution which grew out of 
the taking of millions into the armed 
services. Studies by the Bureau of 
the Census of the United States De- 
partment of Commerce based on dates 
as early as May, 1942, indicated that 
the Pacific Coast, the South Atlantic, 
and the East North Central states 
were gaining population at the ex- 
pense of other portions of the na- 
tion. Later figures from the same 
scurce, using July, 1945, as the cut- 
off date, indicated that Oklahoma, 
Kentucky, North Carolina, Arkan- 
sas, New York, Mississippi, lowa and 
Minnesota, in that order, had sus- 
tained the largest losses of civilian 
population through migration; Cali- 
fornia, Michigan, Washington, Ohio, 
Maryland, Florida, the District of 
Columbia, New Jersey, Virginia, Ore- 
gon, and Connecticut were the prin- 
cipal gainers. 


During the same years it became 
almost equally obvious that the num- 
ber of business firms in the United 
States was decreasing sharply, and 
for several reasons. Small business 
men were being drafted into the 
armed services, or were closing down 
their establishments to go to work in 
war plants. The unavoidable prefer- 
ence of the military and naval pro- 
curement establishments for large in- 
dustrial units, in the awarding of con- 
tracts for production of war materiel, 
was another factor, in that it made it 
difficult for many small business men 
to continue their operations. At one 
time there was a strong feeling in 
many quarters that one effect of the 
war which would continue in the post- 
war era had been to cut down the 
stature of small business considerably, 
while at the same time concentrating 
the nation’s business in the hands of 
large corporations to a greater ex- 
tent than this country had experienced 
formerly. 


The securing of truly accurate data 
on wartime population shifts, and of 
the extent to which wartime popula- 
tion distribution will become perma- 


nent, has not yet been accomplished, 
even though many very shrewd ap- 
proximations have been arrived at by 
various statistical and market re- 
search organizations. For one thing, 
it is far from certain that the migra- 
tions have ended. Probably the only 
completely reliable statistics will be 
developed when the next general 
population census is taken. 


Rather better progress seems being 
made in the determination of the 
number of firms which are doing 
business in the postwar era—not by 
geographical location, but by numbers 
and by kinds of business. A study 
only recently made public by the 
United States Department of Com- 
merce—“The Postwar Business Pop- 
ulation”, by Melville J. Ulmer of the 
Office of Business Economics—gives 
a painstakingly thorough picture of 
what has happened to the number of 
business firms since the war’s end, 
and is worth careful reading by any- 
one interested in the subject. 


Unfortunately, as in so many gov- 
ernmental special studies, the statis- 
tical data in “The Postwar Business 
Population” are not exactly up to the 
minute. Even though it was released 
only a short time ago, the difficulty 
of getting accurate figures promptly 
made it possible to chart most of the 
trends only up to June 30, 1946. But 


the author’s commerits, and such 
other information as is becoming 


available piecemeal, indicate that his 
analysis of the postwar trends in busi- 
ness population are not far from the 
mark. 


His basic finding was that after the 
attack upon Pearl Harbor the num- 
ber of business firms in operation in 
the United States declined steadily 
until 1943; there were 3,398,000 busi- 
ness firms in this country on Septem- 
ber 30, 1941, and only 2,860,000 on 
September 30, 1943. The excess of 
business deaths over births in these 
years amounted to 560,000, or a drop 
of 17% in the prewar business pop- 
ulation. The reversal of this decline 
began slowly thereafter, but was ac- 
celerated swiftly by the surrenders 
of Germany and Japan. By June 30, 
1946, the number of business firms 
had increased to 3,503,900 — nearly 


670,000 more than at the 1943 low 
point, and more than 100,000 above 
the prewar peak of September, 1941. 
Estimates of the number of operating 
business firms in the United States 
on September 30, 1946—not included 
in the study but since available—in- 
dicate that the increase continued un- 


til it reached a total of 3,599,300. 


The questions which the study set 
out to answer were: In which direc- 
tion is the business population head- 
ing? How much further increase, if 
any, may be expected? In which 
segments of the economy has the 
number of firms neared or reached 
the level that could be expected with 
current incomes? In which segments 
does there appear to be substantial 
room for further expansion ? 


Plainly the answers to these ques- 
tions are of interest to large numbers 
of business men, with marketing and 
credit considerations only some of 
the reasons for the interest. They 
are of very considerable interest to 
the insurance world, especially that 
section of it which is engaged in 
property insurance. 


The author points out that changes 
iu the number of firms in operation 
are affected by numerous factors, but 
that the principal shortrun factor is 
the level of business activity. Dur- 
ing the period 1929-1940 there was a 
consistent tendency for the number 
of firms in operation to rise or fall by 
roughly 100,000 for every rise or 
fall of $10,000,000,000 in the “real” 
gross national product, excluding gov- 
ernment and agriculture. The war 
years saw a sharp break in this re- 
lationship. 


“Given the level of business activ- 
ity which actually held in 1943,” the 
author states, “the number of firms 
in operation was at least 700,000 less 
than might have been expected in 
that year from the relation prevail- 
ing in 1929-1940. The elimination 
of wartime factors made a sharp rise 
i the business population inevitable. 
... The number of firms consistent 
with a fully adjusted peacetime pat- 
tern, at the 1946 level of output, 
would be approximately 150,000 


greater than the number actually in 








a 














operation in June, 1946. . . . By the 
end of 1946 there is no doubt that 
this deficit had been further nar- 
rowed, or perhaps eliminated entire- 


ly.” 


The study asserted that upon the 
basis of available data there seemed 
a strong possibility that the rate of 
growth in the business population 
would level off in the last half of 
1946. One indication was the fact 
that the rate of increase in incorpora- 
tions was substantially smaller from 
the first to the second quarter of 
1946 than it had been in previous 
periods, and in the third and fourth 
quarters of 1946 there was a net de- 
cline in incorporations of 27%. Com- 
mercial failures and corporate disso- 
lutions also appeared to extend the 
slight rise previously apparent in the 
trend of discontinuances. In the third 
quarter of 1946 the number of com- 
mercial failures and corporate disso- 
lutions in each case continued up- 
ward, following an advance in prog- 
ress during the preceding twelve 
months. There was a further mod- 
erate increase in corporate dissolu- 
tions in the fourth quarter of 1946. 
The Dun and Bradstreet figures on 
industrial and commercial failures 
bulwark this observation. From a 
low of 69 failures in June, 1946, 
there was a gradual rise to a total 
of 141 in December. There were 202 
failures reported in January, and 238 
reported in February, 1947. The 
level of incorporations, however, re- 
mained at the end of 1946 far above 
that prevailing in 1944. The study’s 
cpinion is that the recent advances in 
commercial failures and in corporate 
dissolutions have not been so pro- 
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nounced as to indicate a complete 
closing of the huge gap which existed 
earlier —between the volume of new 
and of discontinued businesses. 


SCID Y the end of 1946 the basic 

peacetime patterns of the busi- 
ness population had been generally 
reestablished,’ the study concludes. 
“The relationship between number of 
firms in operation and the level of 
business activity, which was remark- 
ably stable in the period 1929-1940, 
indicated that in mid-1946 the bulk 
of an original wartime deficit of 700,- 
000 in number of firms had been 
eliminated. The prewar distribution 
of the number of concerns among the 
verious industrial segments had also 
been more or less restored, although 
with significant differences reflecting 
the current pattern of demand. While 
detailed data are not available on the 
subject, it would appear that the 
broad outlines of the prewar distribu- 
tion of firms by size had likewise been 
reestablished, with small business sec- 
tors of the economy having been pow- 
erfully reinforced following their 
sharp contraction during the war 
years. 


“That the sharp rate of increase 
in the business population was rapid- 
ly slowing down in late 1946 has been 
suggested by several considerations, 
although further more moderate in- 
creases in 1947 are not precluded if 
the current level of business activity 
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is maintained. The trend character- 
istic of the business population in the 
decade prior to 1940 was slightly up- 
ward even when the level of business 
activity was stable, while any future 
expansion in the volume of business 
will most likely be associated with 
some additional rise in the number of 
concerns in operation. A drop in 
business activity, on the other hand, 
could reduce the size of the business 
population substantially, with the 
1929-1940 relationship indicating a 
decline of 100,000 in the number of 
firms for every loss of $10,000,000,- 
000 in the deflated business gross na- 
tional product. Indeed, in view of 
the numerous untried concerns and 
inexperienced entrepreneurs presently 
in business, the effects upon the busi- 
ness population of any reduction in 
general demand might be even great- 
er than the prewar relation would 
suggest. 


“Tt is patent, however, that in rela- 
tion to the current level of employ- 
ment the business population by mid- 
1946, and probably by the end of the 
year, had not grown generally ex- 
cessive, as has been suggested in some 
quarters. There is little doubt that 
some further readjustment in the dis- 
tribution of the number of firms 
among industries is to be expected. 
In some particular segments of the 
economy the number of concerns has 
probably reached a point greater than 
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that justified by actual business pros- 
pects. Other lines hold promise ot 
further expansion. 


“Guides to these tendencies, which 
must be supplemented by detailed in- 
dustry and regional studies, were pre- 
sented in this study in charts showing 
the number of firms in operation dur- 
ing and after the war as percentages 
of the number at the prewar peak, 
and by tables ranking industries by 


rates of entry and discontinuance. In- 
creased competition, which was _ re- 
duced to a minimum during the pe- 
riod of general scarcity since the war, 
will no doubt accelerate the readjust 
ment process in 1947, which will be 
the first trial 
sands of concerns which have opened 


year of for the thou- 
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their doors since VJ Day. Neverthe- 
less it must be emphasized that these 
readjustments repeat, although on a 
scmewhat broader scale, the normally 
expected reactions of the business 
population to the constant shifts in 
demand, and to the recurring devia- 
tions between anticipations and actual 
developments which are inevitable 
characteristics of a business econo- 
my. 


The tables and charts referred to 
indicated that the largest wartime de- 
cline was in contract construction 
firms, with wholesale and retail trade 
and services also declining greatly. 
All had at least returned by mid-1946 
to the 1941 level except contract con- 
struction. Manufacturing, mining and 
creases over 1941, neither having de- 


quarrying showed the greatest in- 
clined during the war period. Retail- 
ing just about recovered its losses. 
The great increase in manufacturing 
since the war has been in durable 
goods industries; the only non-dur- 
able goods industry to rise above the 
level of all manufacturing was tex- 
tile, leather and products. Durable 
goods lines also led in retail postwar 
expansion. Automotive parts and ac- 
cessories, appliances and radios, home 
furnishings, motor vehicles, lumber 
and building materials all increased 
in relative importance. Liquor was 
the only non-durable line to show sub- 
stantial advance, with declines in rela- 
tive importance for general merchan- 
dise, filling stations, groceries, shoes, 
meat and seafood, 
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WHAT ABOUT RECESSION? 


By George Haskell 


A reasonably dispassionate inquiry into some of the fundamentals 
of our current economic condition, with comment upon how and why 
it has developed, upon whether and to what extent a recession may 
be expected, upon how to recognize recession if and when it begins, 
and upon the possible future for business and industry in America 





O the great majority of people 

in the United States—including 
many business men who devote little 
time to the study of economic trends, 
and including even some who do—the 
present state of business probably 
seems more confusing than it ever has 
been in recent times. Economists, 
business leaders and forecasters of 
business activity have, with few ex- 
ceptions, been talking of a business 
recession some time in 1947. 





It has been pointed out that in 
selected lines there are indications 
that some slowing down in business 
activity already has taken place, and 
that there is a possibility the reces- 
sion will spread to other lines. Yet 
in the things which concern him most 
closely the average individual sees 
few signs of a recession. Prices still 
seem high, rents threaten to go up, 
the money which he receives does not 
seem to stretch as far as in the past. 


Even in a business like insurance, 
whose leaders must deal in terms of 
future conditions as a matter of daily 
routine, it is safe to say there is a 
good deal of uncertainty over what 
business picture will develop. In terms 
of cycles it seems likely that some re- 
cession is due. But in terms of values 
and of premium volumes it is difficult 
to make out a case for retrenchment. 


It is, of course, impossible to pre- 
dict with any certainty what course 
business will take in the months to 
come. But there are certain questions 
which can be examined ¢ritically, in 
an effort to arrive at a better under- 
standing of the probabilities. While 
such investigation may not make it 
possible to forecast future conditions 
overall, it does permit recognition of 
the elements in the situation, and per- 
mits the day to day observer to note 
when certain significant changes are 
beginning to occur. 


What are some of these questions? 


The first is whether the present sit- 
uation is unique. This is always a 
cause for concern for, no matter how 
sound a man’s judgment based on the 
past may be, there is always the sus- 
picion that this time the tried and 
true rules do not apply. 


The second is, how did the present 
situation develop? An understanding 
of the forces which have led up to the 
present is always helpful to an under- 
standing of the situation as it exists 
now and tends, likewise, to throw 
light upon the tendencies of the fu- 
ture. 


A third consideration is the desir- 
ability of trying to see if there are 
any guideposts that may indicate 
when the recession stage has been 
reached. After a recession is well 
under way the indications of its pres- 
ence are all too obvious. Unfortu- 
nately it is then generally too late to 
take any effective measures to provide 
a cushion against the consequences. 


Is the present situation unique? 
The general answer would have to be 
“No”. Every major war has been 
fcllowed by a period of from two to 
three years duration which may be 
called “carry over” prosperity. Tol- 
lowing the war of 1812-15, business 
remained at a high level until 1818. 
The Civil War prosperity carried 
over until 1866. After World War I 
business continued very active with 
characteristic high prices until mid- 
1920. Each of these periods has been 
followed in turn by a relatively short 
depression, 


In broad outline the past postwar 
“carry prosperity conditions 
have all had the same general charac- 
teristics, ie., sharply rising prices; 
acute shortages of goods, particularly 


over” 


manufactured commodities; rising 
wage rates ; and a growing impatience 
upon the part of consumers with the 
high cost of living. 


History never repeats itself exactly. 
The present situation, while conform- 
ing in broad outline to the pattern of 
postwar periods of the past, presents 
some noteworthy unique features that 
are significant. 


One of these factors is the enor- 
mous volume of savings which was 
piled up during the war. The U. S. 
Department of Commerce estimates 
that individual savings from 1939- 
1944 inclusive totaled $130,000,000,- 
000. The same study likewise esti- 
mates that normal savings without the 
spur of wartime patriotism would 
have been about $53,000,000,000, 
leaving an excess of war accumulated 
savings of $77,000,000,000. If it is 
assumed that normal savings would 
be retained and that the “forced” 
savings‘ of war years would be liqui- 
dated during the postwar period, it 
would appear that the possibility of a 
serious depression would hardly be 
possible as long as this stored up 
purchasing power’ was being liqui- 
dated. 


A U.S. government study pub- 
lished in the June-July-August Fed- 
eral Reserve Bulletin, 1946, indicates 
that the rate of saving declined 
sharply during 1945 to about 50% 
of the rate of the war years. The 
study also shows that the bulk of 
consumers did not intend to liqui- 
date their savings. However, the in- 
crease in dollar spending from mid- 
1946 to the present in proportion to 
income received clearly indicates that 
consumers have materially reduced 
their net savings. This fact is fur- 
ther borne out by the fact that far 
some months the sale of FE bonds has 
fallen below redemptions. There is 
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considerable concentration of savings 
in the hands of the upper income 
groups. Nevertheless, savings. still 
in the possession of individuals either 
may prolong the “carry over” pros- 
perity or act as a cushion against an 
eventual depression. 


Another unique factor, present to- 
day and not present in former post- 
war periods, is the existence of un- 
employment compensation. While the 
amounts payable to involuntarily un- 
employed persons are not large per 
individual, and while the duration of 
the payments to any person is lim- 
ited, nevertheless the distribution of 
unemployment compensation funds in 
the aggregate is a further cushion to 
the depressing influence upon the 
market of a decrease in employment. 


A further unique factor in today’s 
situation is our acute awareness of 
the possibility of a recession. It is 
conceivable, even though not proba- 
ble, that voluntary price cuts may 
check the spread between incomes and 
prices and thus head off a depression. 
Probably even more important is the 
fact that inventories are being closely 
watched. The avoidance of excess 
inventories will go far in alleviating 
the distress and of shortening the 
length of a price recession. 


ET us turn to a brief considera- 

tion of the forces that have led 
us to this era of postwar “carry over” 
prosperity. The “carry over” pros- 
perity is primarily the result of war- 
caused shortages of consumer goods, 
together with a significant increase 
in widespread consumer purchasing 
power. The resultant of these two 
forces is a pressure of consumer de- 
mand upon a limited supply, with a 
consequent rise in prices. 


In a country such as the United 
States, which normally maintains only 
token military forces, war means the 
withdrawal from civilian occupations 
of millions of men. During the past 
war this country, at the peak of war 
strength, had about 15,000,000 men 
and women in the armed services. It 
is probable that, were it not for the 
war, 90% of these people would have 
spent a major part of their time in 
the production of goods or services 
that had as their ultimate objective 
the satisfaction of consumer wants. 
True, under the pressure of war time 
necessity and motivated by patriotic 
desires or attracted by high wages and 
the ease of securing employment, 
many people were drawn into the 
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labor market who otherwise would 
not have been a part of that market. 
These consisted of retired elderly 
people, young people who otherwise 
would have remained in school, and 
women who normally would have 
been occupied with home duties. It 
is indeed a remarkable tribute to our 
industrial managers that we were able 
to assimilate and train so rapidly this 
new labor supply, which in part at 
least offset the productive labor 
drawn into the armed services. 


Nevertheless the needs of war pro- 
duction for munitions, food, clothing, 
ships, airplanes and other parapher- 
nalia of a modern military force, plus 
the necessity for maintaining a rea- 
sonably satisfactory civilian economy, 
taxed our labor resources and resulted 
i sharp increases in wage rates in 
spite of our efforts to stabilize wages. 
Indeed, in order to divert labor from 
those lines of endeavor which, during 
a war, are considered less essential 
to the war-essential occupation of 
producing military supplies or food, 
war contractors were, within limits, 
encouraged to pay higher wages. 


Thus it is that war results not only 
in a rise in wage rates, but in a shift- 
ing of labor out of its usual lines of 
production effort into new or greatly 
expanded productive activities. 


That which is true of labor is equal- 
ly true of raw material and plant 
capacity. A country cannot have its 
cake and eat it too. Even in a nation 
as rich as the United States we could 
not have our normal supply of civilian 
goods and at the same time have all 
the tools of war we needed. Steel that 
under peacetime conditions would 
have gone into the manufacture of 
automobiles, washing machines, elec- 
tric refrigerators, or other durable 
consumer goods was needed for war 
purposes. Men in the armed services 
consumed food and clothing at a rate 
far in excess of the consumption of 
these same people under peacetime 
civilian conditions. Thus the supply 
of new civilian goods decreased at the 
same time that the goods in the pos- 
session of the consumers wore out. 


The high wartime wages paid to 
unskilled and semi-skilled workers en- 
abled many people to compete more 
successfully for food, clothing and 
shelter than before and made _ the 
shortage of consumer goods appear 
even more acute. 


During the war period the price 
level was prevented from going as 
high as it might have gone by these 
devices : 





(1) High personal income taxes 
that drained off a portion of the 
excess spending power. 


(2) The encouragement of in- 
vestment in war bonds by the mas- 
ses of the people, thus further tak- 
ing purchasing power at least tem- 
porarily from consumers. 


(3) Price control and rationing. 


The end of hostilities found the 
people of the United States with a 
pent-up desire for goods and services 
not available to them in sufficient 
quantities during the war period. Not 
only was there a desire to replace that 
which had worn out during the war, 
but a desire upon the part of great 
masses of people for a higher stand- 
ard of living which the high wages 
seemed to promise. 


It should likewise be noted that in 
the early stages and at the conclusion 
of a war there is a marked increase 
in both the marriage and birth rates. 
Demobilization of the armed forces 
always sees a sharp increase in the 
demand for housing and house fur- 
nishings, that is in part, at least, the 
result of the wartime marriages and 
births. The accumulated marriages 
of several years, solved during the 
period of separation of husband and 
wife by doubling up with parents, 
suddenly breaks loose upon the market 
as the search of these couples for in- 
dependent shelter and furnishings 
takes place. 


The end of hostilities did not see 
an immediate return to full-scale 
civilian production for a variety of 
reasons. Often production and sales 
organization had to be recreated. 
Factories that had been on war con- 
tracts had to be retooled, and labor 
that had become skill-rusty during 
war production needed to be retrained. 
The returning veteran had to be as- 
similated into the production effort 
while management weeded out the 
marginal workers. Because recon- 
version required great quantities of 
labor, and because the pent-up market 
demand for goods and services stim- 
ulated management to speed produc- 
tion and capture markets, the demand 
for labor remained at high levels with 
the consequent high wages. Likewise 
the release of wartime restrictions on 
consumption and production, together 
with the decreased lack of any com- 
punction upon the part of buyers 
against bidding prices upward, led in- 
evitably to a sharp rise in both costs 
and prices. Purchasing power, arising 
out of high wage rates and the high 














levels of employment, the liquidation 
of wartime consumer savings, and an 
expansion of bank credit increased 
faster than the volume of production. 
As a consequence prices soon out- 
stripped wages. This fact becomes 
somewhat obscured by the fact that 
that portion of the labor force which 
is organized was frequently success- 
ful in establishing for itself higher 
wage rates, while the unorganized 
white collar worker experienced a far 
less noticeable wage increase. 


The shrinking consumer dollar 
Jeads eventually to a slowing down 
in consumption. For a time consump- 
tion maintains itself by consumers’ 
liquidating their savings or borrowing 
from banks or loan companies, but 
this merely postpones the day when 
for the great bulk of consumers a 
curtailment of spending must take 
place and there develops a “buyers’ 
strike”. The term is only partly de- 
scriptive of what is happening. True, 
great numbers with money to spend 
do decide that prices are too high and 
withhold their purchasing power in 
the hope of buying at a later date at 
lower prices. This conscious with- 
drawal from the market is only a por- 
tion of the picture. Far more sig- 
nificant in the declining market de- 
mand is the fact that, for millions of 
buyers, income has not kept pace with 
prices, and like it or not they cannot 
continue to buy in the quantities that 
they did prior to the sharp upturn in 
prices. 


HAT are some of the signposts 

that we may watch as indicat- 
ors of an approaching recession? 
There are several that in the past 
have been good indicators. 


The first is the U. S. Bureau of 
Labor Statistics index of living costs. 
Continued sharp rises are a danger 
signal that living costs are further 
pulling away from income. 


Second—the U. S. Department of 
Commerce report of department store 
sales. A fall in the dollar volume in 
this index is an indication of con- 
sumer resistance to high prices. 


Third—the Federal Reserve report 
on bank clearings. This figure is an 
indication not only of the volume but 
of the velocity of spending. 


Fourth—the Dun and Bradstreet 
figure on business failures. Two fac- 
tors should here be noted—the num- 
ber of the failures and the size of the 
failures. 
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Fifth—the Department of Com- 
merce figure on freight car loadings. 
This figure is a good index of the 
level of business activity. 


Sixth—the Department of Com- 
merce figure on electric power con- 
sumption. This also is a good indi- 
cator of productive activity. 


A number of other indicators of 
economic activity might be added. 
These six, when properly understood, 
and compared with the corresponding 
figures for the previous month and 
year, will serve the student of busi- 
ness activity as a rough indication of 
business trends. 


The question naturally arises: is 
the post war “shake down” period 
something to be feared? I think not. 
Rather it would seem, that assuming 
both reasonable managerial and po- 
litical intelligence, the long-run result 
could well be an eventual period of 
sustained prosperity beyond anything 
this country has ever known, and all 
under a system of private capitalism 
and free enterprise. 


We need first of all to be realistic 
about the relationship between wages 
and prices. Since wages are the 
principal source of consumer pur- 
chasing power, and are also the most 
significant factor in costs of goods 
and services, it is imperative that 
wages be maintained at levels high 
enough to take off the market the 
goods which our system is capable of 
producing, and at prices which cover 
the cost of production including rea- 
sonable profits under conditions of 
honest and efficient management. The 
attainment of that goal is not easy, 
and yet it is only as we approach that 
goal that we can hope for sustained 
prosperity. 


The “shake down” period will wit- 
ness a fall in prices and a decrease in 
the volume of trade with a conse- 
quent decrease in profits. As this takes 
place management must and will be- 
come more conscious of costs. In- 
deed survival will depend upon the 
ability of management to reduce its 
costs per unit of output, so as to en- 
able business to sell without loss at 
a lower level of prices. 


Since labor is the most important 
single element in costs for most busi- 
ness firms, there unquestionably will 
be an effort to reduce wage rates. 
If wage-cutting becomes general and 
severe, the goose that laid the golden 
egg will be killed and the “shake 
down” period might spiral into a 
major depression. This seems to be 
unlikely. The period from 1930 to 
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the present has seen a tremendous 
growth in the organized labor move- 
ment. A recession period will see an 
end to the present demands for higher 
wages to cover the mounting cost of 
living, but it will likewise see a very 
considerable resistance to a cut in 
wage rates. Even though wage rates 
are maintained, there will be a de- 
cline in wages, for as the volume of 
business declines, management will 
do away with the expensive time-and- 
a-half for overtime and will return 
to the forty-hour work week. In 
fact a reduction in the length of the 
work week already has taken place 
to a considerable extent. It seems 
reasonable to assume, however, that, 
with exceptions of course, wage rates 
will be retained, and that there are 
thus definite limits to a reduction of 
costs through wage rate cutting. 


Raw materials are apt to decline 
somewhat in price. This has been 
true in other “shake down” periods. 
To the extent that raw materials are a 
significant item in cost, the fall in 
raw material prices offers some relief 
to management in meeting the antici- 
pated lower price levels. However, 
in most lines of endeavor raw mate- 
rial costs do not constitute over 10% 
to 15% of the total cost. Hence there 
are definite limits to economies in 
this direction. 


Where, then, is management to 
find the needed cost relief in adjust- 
ing to a lower price level? The an- 
swer is in increased productivity per 
dollar of cost expenditure. Fortu- 
nately there appears to be consider- 
able that can be accomplished in this 
direction. 


The rush to get into production of 
civilian goods after V-J Day saw 
most manufacturers returning to the 
production of pre-war models with a 
minimum of engineering changes. 
Management reasoned that this pro- 
cedure saved time by utilizing tools 
and dies and plant capacities already 
in existence. In general, each pro- 
ducer felt that he did not dare use 
the time to secure new dies and tools 
and to redesign his production line, 
lest while he was doing these things, 
his competitors might preempt the 
market. During the hectic rush of 
war years, maintenance had not been 
kept up at normal rates. Plants are 
run down and often obsolete in terms 
of the latest engineering knowledge. 
This lack of maintenance of both 
plant and equipment has meant both 
a decline of efficiency and an increase 
in fire and accident hazard, as is evi- 
denced by the rising fire and casualty 
losses. The pressure to get goods 
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produced has led to carelessness in 
the use of plant equipment and hu- 
man resources. 


It is true, too, that many of the 
very effective training programs de- 
veloped during the war years have 
been allowed to disintegrate during 
the immediate postwar period. This 
is especially true of induction train- 
ing and foremen instruction training 
programs. The war rather effectively 
demonstrated that a continuous train- 
ing program was an excellent device 
for increasing productive efficiency. 

Some, at least, of the discontent so 
apparent in both plant and office with 
respect to wages is due to the fact 
that, as rates of wages have been set 
for different jobs, too little attention 
has been paid to the relative impor- 
tance of these jobs. All of us are 
concerned not only with our absolute 
wage, but in what we earn relative 
to what the other fellow gets where 
work is of equal, greater or less im- 
portance than our own. When prop- 
erly supported by the cooperative ef- 
forts of both labor and management, 
scientific job evaluation studies have 
demonstrated their effectiveness in 
producing a defensible wage struc- 
ture and of reducing labor discontent 
and hence increasing efficiency. <A 
“shake down” period offers to man- 
agement the time and the opportunity 
to effect the plant, equipment and 
manageriai changes necessary for an 
increase in output per unit of cost. 

Management alone cannot accom- 
plish the desired end. We need, and 
need badly, an understanding on the 
part of labor, both organized and un- 
organized, that high wages and a high 
standard of living for the masses of 
our people depend upon high produc- 
tivity per unit of labor. Labor that 
insists upon high wages without co- 
operating to reduce labor costs per 
unit of output defeats its ends. 

If we effectively use the “shake 
down” period to improve our pro- 
ductive efficiency, and if we secure a 
growing understanding of each oth- 
er’s problems by both management 
and labor, we will find the “shake 
down” period as beneficial to our ul- 
timate prosperity as a vacation is to 
a man tired after a long period of 
hectic activity. 


NE cannot divorce the ultimate 
prosperity of our domestic econ- 
omy from the general world situa- 
tion and the possibilities for foreign 
trade. Certainly at the present writ- 
ing the world picture is anything but 
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encouraging. If another great war 
is assumed to be inevitable, then any 
forecast for the future is futile, for 
disastrous as the last war was, an- 
other war would probably see the end 
of civilization as we have known it. 
That the possibility of such a pros- 
pect is present cannot be denied, but 
the reasons for avoiding another 
world conflict are so compelling with 
all people throughout the world that 
we must assume that the way will be 
found to avoid it, and that the pres- 
ent conflict of interests will be recon- 
ciled. 

America alone among the great 
productive powers of the world came 
through the last war with its produc- 
tive potential unimpaired. The re- 
birth of business and industry in 
Ikurope and Asia depends to a large 
measure upon the ability and will- 
ingness of the United States to ex- 
port machinery and equipment. The 
world market for capital goods is 
employment to a 
significant segment of American 11- 
dustry and labor for years to come. 
The initial financing of exports of 
capital goods will necessitate credit 
extensions. Some of this financing 
will have to be governmental, but 
once foreign governments and econ- 
omies are stabilized there is a fertie 
field for private finance at rates of 
interest considerably above the rates 
for long term loans common in this 
country for the last decade. The 
competition of foreign borrowers for 
American capital likewise will tend 
to raise the interest rates on domestic 
investments. The United States to- 
day is the world’s only great credi- 
tor nation. Our opportunity to be- 
come the great international banking 
center of the world is comparable 
with that of Great Britain during the 
19th century. 


such as to give 


There is a great deal of “know 
how” that the United States must 
acquire if she is to be successful in 
this field. The success of British in- 
surance companies in writing cover- 
age throughout the world is not due 
to any natural superiority of the Brit- 
ish, but rather to years of experience 
ir the international field, the advan- 
tage of an early start, and the fact 
that until recently she was also the 
outstanding maritime power. 

Foreign investment presupposes the 
receipt upon the part of the investor 
of interest. In the last analysis, and 
in the long run, interest can be re- 
ceived only in the import by us of 
goods or services, for it is only as 
those who owe us this interest sell 
us something, that they are enabled 
tu build up bank balances here, that 
this interest can be paid. Having been 


a debtor nation during most of our 
history and never having thought in 
terms of a creditor nation, the pros- 
pect of imports frightens many. It 
should be no more frightening than 
for a man who has money invested 
to realize that through the receipt 
o1 interest on his investments he can 
buy and consume more than he could 
through the income he received for 
his own labor services. 

[If we are to export capital we 
n:ust adopt governmental policies that 
are not hostile to the receipt of im- 
ports. Our traditional tariff policy, 
which we lived under as a debtor 
nation, must be changed now that we 
have become a creditor nation, for 
unless we do. we wi:l be faced with 
cefaults on the interest of our foreign 
investments and a general collapse of 
wor.d trade. 

I: is not the burden of this article 
to ansiver the question of what is the 
proper role of government in the pro- 
motion of our economic and_ social 
welfare. That government has a func- 
tion is certain. We assume that it is 
cur desire to maintain our capitalistic 
economy. If the benefits of our pro- 
ductive efforts are to be maximized 
and our society is to remain demo- 
cratic, then the greatest amount of 
competition in the business world 
must be maintained. 

We recognize, however, that there 
are helds, such as the so called “nat- 
ural monopolies” where competition 
results in wasteful duplication of plant 
and equipment. We likewise have 
come to realize that in the insurance 
field a pooling of experience and the 
establishment of nondiscriminatory 
rates is in the public interest. Be- 
cause society gains by reasonable co- 
operation among business firms it is 
in the interest of society to permit 
that cooperation, recognizing also that 
society, through law, may and must 
protect itself from the abuse of eco- 
nomic combinations. Only by pre- 
serving a high degree of economic 
competition can we assure to our- 
selves an equitable distribution of the 
national income. Only by preserving 
competition can we prevent the con- 
centration of economic powers which 
in other countries has led to centraliz- 
ation of political powers. 

Our business world of today is 
characterized by some bad, war-born 
nialadjustments. It probably will take 
a recession to correct them. The re- 
cession should not be of long dura- 
tion, and proper and intelligent use 
of the “shake down” period should 
lead to recovery and advancement into 
the most prosperous era this country 
has ever seen. 
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144, MAY MEETINGS SCHEDULED. Among the meetings of 





general insurance interest scheduled for May are 
the following: American Management Association, 
Insurance Conference, New York City, May 5-6; Mid- 
west Safety Conference, Chicago, Illinois, May 
5-8; National Fire Prevention Conference, Washing- 
ton, D. C., May 6-8; Transportation Insurance Rat- 
ing Bureau, Underwriters Conference, Chicago, 
Illinois, May 13-15; Association of Casualty and 
Surety Executives, New York City, May 13; Insur- 
ance Accounting and Statistical Association, Chi- 
cago, Illinois, May 15-17; American Mutual Alli- 
ance, Chicago, Illinois, May 19-21; National Fire 
Protection Association, Chicago, Illinois, May 25- 
29; Health and Accident Underwriters Conference, 
Omaha, Nebraska, May 26-29. 


145, 1946 FIRE PREMIUM INCREASE. A 1946 increase 
of 28.5% in the combined total premium income of 
some 800 fire insurers of all kinds - stock, mutu- 
al, reciprocal, full cover automobile and Lloyds 
- is revealed in the new 1947 Argus fire chart pub- 
lished by the National Underwriter Company. Total 
premium writings of these carriers were $2,194,- 
734,332 in 1946 compared with $1,707,356,669 in 


1945. Premiums of stock companies, excluding full - 


cover automobile, were $1,672,324,485, an increase 
of 41.9%; full cover automobile stock companies 
wrote $144,553,786, an increase of 44.9%; premi- 
ums of U. S. branches of foreign companies totaled 
$195,682,107, an increase of 31.9%; some 350 mu- 
tual companies, including full cover automobile, 
wrote $381,578,592, a gain of 28.1%; and 59 recip- 
rocals and Lloyds had a premium income of $53,294, - 
132, a 37.7% increase. 


146, MICHIGAN INSURANCE RULINGS REVIEW. The Mich- 
igan legislature is empowered to review rules and 
regulations of the Insurance Department under the 
provisions of an act signed recently by Governor 
Kim Sigler of that state. A similar act, which 
subjects Insurance Department rulings to uncer- 
tainty, was vetoed two years ago. All rules and 
regulations promulgated by departments, boards or 
other state agencies, the new act provides, must 
be referred to a special legislative committee 
representing both houses. This committee which 
will meet between sessions, will have the power'‘to 
suspend such rules as it disapproves. 








147, FIRE WASTE CONTEST WINNERS. Mansfield, Ohio, 
has been named grand winner in the 1946 National 
Fire Prevention Contest by a board of judges of the 
National Fire Waste Council, an organization cre- 
ated by the Chamber of Commerce of the United 
States to conduct fire prevention efforts through- 
out the country. More than 700 cities are enrolled 
annually in this year-round campaign. W. G. 
Schultz, chief engineer of the Lumbermens Mutual 
Insurance Company, is chairman of the Mansfield 
Chamber Fire Prevention Committee. Winners listed 
by population classes for 1946 were: 1 - Chicago, 
Ill.; 2 - Cincinnati, Ohio; 3 - Tulsa, Oklahoma; 
4 - Newton, Massachusetts; 5 - Mansfield, Ohio; 
6 - Beatrice, Nebraska. 


148, PEASE ADVANCED. Edwin B. Pease, secretary of 
the Mutual Boiler Insurance Company of Boston since 
1944, was elected vice president and secretary, 
at a meeting of the Board of Directors held April 
9. He succeeds the late John A. Collins as vice 
president. Mr. Pease joined the company in 1930 
and became assistant secretary in 1932. 
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149, NEBRASKA LOSS PAYMENTS. In a year of excessive 
losses, assessment hail associations are not re- 
stricted in making prorated payments to the stat- 
utory loss fund if there are no other funds avail- 
able, jaccording to a ruling of the Nebraska 
attorney general. In answering an inquiry from 
State Insurance Director Bernard R. Stone, the 
attorney general held that in the event it is nec- 
essary to prorate losses from the 50% premium re- 
serve fund, then the salaries and commissions due 
the officers for that year shall be paid prorate 
equally with losses. He bases this on a provi- 
sion of the law which states that in such a case 
members shall receive a proportionate share of the 
assets. 





150, DAVIS RESIGNS AS NEW YORK DEPUTY. Shelby Cul- 
lom Davis has resigned as deputy superintendent of 
insurance of the State of New York, effective as of 
May l. 





151. PONDER JURISDICTION IN W.D.C. SUIT. The ques- 
tion of jurisdiction in the suit brought by the 
Matlaw Corporation, Hammond, Indiana, to force the 
War Damage Corporation to distribute $225,000,000 
in insurance premiums paid during the war, has been 
taken under advisement by Judge Robert C. Baltzell 
of Federal Court in Indianapolis. Claiming to 
represent 5,000,000 policyholders in the wartime 
agency, the Matlaw Corporation filed suit in Janu- 
ary demanding pro rata distribution of War Damage 
Corporation "profits" to all policyholders. The 
question of jurisdiction arose when plaintiffs 
failed to show that the amount of money involved 
in the case satisfied the $3,000 minimum required 
by law to admit a case to Federal Court. 


152, PLAN CROP INSURANCE STUDY. A subcommittee of 
the Agriculture Committee of the House of Repre- 
sentatives has been named by Representative Hope of 
Kansas to study operations of the federal crop in- 
surance program. Heading the subcommittee is Rep- 
resentative Hill of Colorado and serving with him 
are Representatives Goff of Idaho, Simpson of Illi- 
nois, Hoeven of Louisiana, Pace of Georgia, Cooley 
of North Carolina, and Poage of Texas. 





153. HARRINGTON REAPPOINTED. Charles F. J. Har- 
rington on April 9 was reappointed for a fourth 
three-year term as Massachusetts Insurance Commis- 
sioner by Governor Robert F. Bradford. The ap- 
pointment was unanimously confirmed by the Execu- 
tive Council. A democrat, originally appointed by 
Governor Charles F. Hurley in 1938, Mr. Harrington 
was previously reappointed by republican Governor 
Leverett Saltonstall. 





154, W.U.A. NAMES OFFICERS. Charles W. Ohlsen, 
western manager of the Sun Insurance Office, was 
reelected president of the Western Underwriters 
Association at the closing session of the organiza- 
tion's annual meeting in Asheville, N. C., on April 
16. F. W. Koeckert, United States manager of the 
Commercial Union Assurance Company, Ltd., and E. H. 
Forkel, vice president, National Fire Insurance 
Company of Hartford, were reelected vice presi- 
dents. E. H. Born was elected secretary of the 
association replacing Charles F. Thomas, who had 
held the post since January 1, 1929. Mr. Thomas 
was named secretary emeritus. 


155, NAIA MEMBERSHIP INCREASES. John W. Bowers, 
Enid, Oklahoma, chairman of the membership commit- 
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tee of the National Association of Insurance 
Agents, reports that the organization's member- 
ship has passed the 23,000 mark. This is a gain 
of approximately 1,000 since September 1, 1946, 
and a 20% increase over the same period in the 
preceding fiscal year. 


156. CECIL F, SHALLCROSS DIES. Cecil F. Shall- 
cross, who retired as United States manager of the 
North British & Mercantile Insurance Company, Ltd., 
and president of its affiliated companies on De- 
cember 31, 1945, died at his home in New York City 
on April 9. He was 74 years of age. 


157, VOTE TO ABANDON SCHEDULE "L". The Blanks 
Committee of the National Association of Insurance 
Commissioners has voted to eliminate Schedule "L" 
from the annual statement blank. This schedule, 
which lists the salaries of officers and employees 
of fire and casualty insurance companies, was never 
put into effect, having been suspended in accord- 
ance with the war time economy program soon after 
its adoption. The committee also voted to permit 
fire insurance companies doing a multiple line 
business to show their casualty business on a sup- 
plementary sheet, as is done in New York, rather 
than have them fill out a casualty blank. Casualty 
companies would follow the same procedure with 
their fire business. 


158, MARCH FIRE LOSSES. Preliminary estimates of 
the National Board of Fire Underwriters place 
March, 1947, fire losses at $72,435,000 an increase 
of 36% over March, 1946. The March total was the 
largest ever reported for a single month, topping 
the previous high of $64,247,000 recorded in Feb- 
ruary, 1947 by 12.7%. Fire losses in the United 
States for the first three months of this year are 
up $39,043,000 over the corresponding period last 





year. Estimated fire losses by months: 
19 1947 
January . $ 49,808,000 $ 57,180,000 
February. 51,759,000 64,247,000 
March . . . 53,252,000 72,435,000 
TOTAL . . $154,819,000 $193 ,862,000 


159, TRAFFIC CONTEST WINNERS. Connecticut and 
Washington, D. C. have been named grand award win- 
ners in the 1946 National Traffic Safety Contest 
conducted by the National Safety Council. In ad- 
dition to the annual awards, special awards for 
sustained records of excellence in traffic safety 
for a period of five or more consecutive years 
were given to the following cities: Milwaukee, Wis- 
consin - for having the lowest traffic death rate 
in its population group for six years; Beaver Dan, 
Wisconsin - for going eight years without a traffic 
death; Stillwater, Oklahoma and Richmond Heights, 
Missouri - for going seven years without a traffic 
death; Coshocton, Ohio - for going five years with- 
out a traffic death. In addition, an award of 
recognition was given to Oak Ridge, Tennessee - 
home of the atomic bomb - for outstanding excel- 
lence in traffic safety. All states and 1,355 
cities participated in the 1946 contest. In addi- 
tion to Connecticut and Washington, D. C., three 
states and seven cities won first place awards in 
their divisions. States were grouped geographi- 
cally and cities by population. States which won 
first place awards in their divisions were: Texas, 
Minnesota, Washington and Connecticut. Cities 
which won first place in their population groups 
were: Memphis, Tennessee and San Diego, Califor- 
nia; Omaha, Nebraska; Hamtranck, Michigan: Roch- 
ester, Minnesota: and Logan, Utah, and Albert Lea, 
Minnesota. Washington, D. C., winner of the na- 
tional grand award, was first among the cities in 
the over 500,000 bracket. 





160, FLORIDA RULES ON BINDERS. Binders which in- 
sure against loss by fire, or other hazards, and 
especially upon builders risks, for which no pre- 
mium is collected or charged, are in violation of 
the Florida rating laws, according to a ruling is- 
sued on April 1 by J. Edwin Larson, Insurance Com- 
missioner of the state. Such binders, he points 
out, protect the assured against loss and must be 
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treated as such, whether written or oral, and 
failure to charge the insured during the period in 
which the binder is effective, will be regarded by 
the Florida Department as a rebate; and/or an act 
of discrimination; and/or the offering of an in- 
ducement to buy insurance that is not contained in 
the contract. 


161, PAY MISSOURI FINES. The 122 stock fire insur- 
ance companies involved in the long drawn out legal 
controversy over Missouri insurance rates on April 
15 paid fines totaling $2,090,000 to the Missouri 
Supreme Court to bring to an official end the quo 
warranto action which sought their ouster from the 
state. The companies submitted checks ranging 
from $10,000 to $132,000 each to Supreme Court 
clerk Marian Spicer. In addition to the fines, 
the companies paid court costs totaling $88,684. 


162, NEW COMPANY ORGANIZED. Formation of the 
Cathay Insurance Company, a New Jersey corporation 
organized with $1,000,000 in capital and $1,000,- 
000 of paid in surplus, has been announced by 
Chubb & Son. The board of directors is representa- 
tive of large American and Chinese commercial and 
banking interests. Under the management of Chubb 
& Son the company will have executive offices at 
90 John Street, New York City. Although the new 
company has a broad multiple line charter, it will 
be engaged primarily in marine, fire, automobile 
and allied lines of insurance in the United States 
and the Far East. Hawley T. Chester, Chubb & Son, 
will be president and a director. 


163. McKENZIE NAMED TO N.A.I.C. MMITTEE. Jack 
G. McKenzie, Insurance Commissioner of Arkansas, 
has been appointed to the National Association of 
Insurance Commissioners’ Subcommittee on Central 
Office, it was announced on April 17 by Superin- 
tendent of Insurance, Robert E. Dineen of New York, 
president of the N.A.I.C., and Insurance Commis- 
sioner J. Edwin Larson of Florida, chairman of the 
organization's executive committee. 


164, N. Y. FINANCED CAR RULING. -A new regulation 
which provides further safeguards for purchasers 
of insurance on financed automobiles was issued 
on April 17 by Superintendent of Insurance Robert 
E. Dineen of New York. The regulation supersedes 
rulings of 1933 and 1938, and is effective imme- 
diately. Under the provisions of the regulation, 
purchasers of financed automobiles must be fur- 
nished in twenty-five days with a policy or cer- 
tificate of insurance showing in detail the insur- 
ance provided, including kinds of coverage, pre- 
miums therefor, and dates of expiration. The 
complete premium data required will enable such 
policyholders to determine insurance costs apart 
from finance charges, which in the past have often 
been shown in lump sum. Cancellation notice is 
required to be given to the assured, and his right 
to a return premium is maintained. The regulation 
also provides that such assureds shall be entitled, 
as their interests may appear, to policyholder div- 


idends declared by mutual or participating stock 
insurers. 





165, COURSE FOR TRAFFIC COURT JUDGES. Courses for 
traffic court judges and prosecutors, the first 
such program to be sponsored by a university on a 
national scale, will be added to the curriculum 
of the Northwestern University Traffic Institute, 
Evanston, Illinois, starting next fall. Franklin 
M. Kreml, director, has announced that the new 
development will be made possible through a grant 


received from the James S. Kemper Foundation of 
Chicago. 





166, REVIVE EX-COMMISSIONER CLUB. "Passe' Club 
International" an organization composed of ex- 
insurance commissioners of the various states and 
Canada, is planning to resume operations after some 
years of inactivity. Howard J. Brace, vice presi- 


dent and secretary, Occidental Life Insurance Com- 
pany, 756 South Spring St., Los Angeles, has been 
made ecting supreme secretary, and is now endeav- 











JourNAL oF AMERICAN INSURANCE 


oring to secure the names and addresses of all liv- 
ing’ ex-insurance commissioners so that they may 
be enrolled in the club. 


167, A._L. LUEBKE DIES. Albert L. Luebke, 78, or- 
ganizer of the Cicero Mutual Fire Insurance Com- 
pany and Hartland Cicero Mutual Hail and Tornado 
Insurance Company of Seymour, Wisconsin, died re- 
cently in Appleton, Wisconsin, after a brief ill- 
ness. He served as president of the two companies 
until his retirement in 1945. 


168, IOWA MUTUAL AGENTS. Leo R. Brown, Des Moines, 
was reelected president of the Iowa Association of 
Mutual Insurance Agents at the organization's an- 
nual meeting held in Des Moines, April 21. J. Earl 
Fisher of Spencer was reelected vice president and 
Wayne Reeves of Des Moines was reelected secretary. 
New members of the Board of Directors, which was 
increased from nine to twelve by vote of the meet- 
ing, are J. Earl Fisher, Lloyd Bohannon of Algona, 
Lee Butler of Atlantic, and Glen Hurd of Clarks- 
ville. 


169, AUTO PHYSICAL DAMAGE RATES. Increased charges 
for collision and fire and theft comprehensive 
coverages in thirty-four states, effective May 
1, have been announced by the National Automobile 
Underwriters Association. States in which changes 
were made are: Arizona, Arkansas, California, Col- 
orado, Connecticut, Delaware, Georgia, Idaho, In- 
diana, Iowa, Kentucky, Maine, Maryland, Massachu- 
setts, Minnesota, Montana, Nebraska, Nevada, New 
Hampshire, New Jersey, New Mexico, New York, North 
Dakota, Ohio, Oregon, Pennsylvania, Rhode Island, 
South Carolina, Utah, Vermont, Washington, West 
Virginia, Wisconsin and Wyoming. Changes are also 
being made in Alaska, Hawaii, and the District of 
Columbia. Any revisions in rates and premiums in 
remaining states will be announced at a later date. 
While the extent of the revision was not indicated, 
it is understood the sharpest increases effect: cov- 
erage on older automobiles. 

















170. UNION GROUP PLANS. Contending that the state 
is interfering with collective bargaining between 
eight large Pittsburgh hotels and union members, 
the Hotel and Restaurant Employees Alliance (AFL) 
has started equity proceedings in Dauphin County 
Court in Harrisburg to prevent Insurance Commis- 
sioner, James F. Malone, Jr., from taking further 
action, and to void all past action, in connection 
with the group insurance activities of unions. 
Commissioner Malone in March declared union group 
insurance illegal when operated on a system where- 
by employers pay a flat fee to the union for pre- 
mium expenses, and banned the writing of all such 
contracts in the State of Pennsylvania. 





171, DEATH OF HARRY P. COOPER. Harry P. Cooper, 
secretary of the National Association of Mutual 
Insurance Companies from 1913 until his retirement 
last November, died at his home in Indianapolis, 
Indiana on April 9, at the age of 71. He had been 
in ill health for several years. In addition to 
guiding the affairs of the National Association of 
Mutual Insurance Companies for thirty-three years, 
he was a charter member and had served continuously 
as secretary of the Indiana Union Mutual Insurance 
Company and the Farmers Mutual Liability Company 
since organization in 1919 and 1925 respectively. 
He had also served as secretary of the Indiana 
Farmers Mutual Insurance Company since 1906. A 
leader in the farm mutual field, he was a member of 
the Chamber of Commerce of the United States, the 
National Fire Waste Council and the National Fire 
Protection Association. 





172, HARDWARE MUTUAL PROMOTIONS. Three veteran ex- 
ecutives of the Hardware Mutual Insurance Company 
and Hardware Indemnity Company, Minneapolis - D. 
F. Raihle, F. D. Coventry and R. S. Hanson - have 
been promoted to vice presidents. Raihle has been 
associated with the companies for 27 years, the 
last ten of which he has served as secretary; 
Coventry, sales director for the companies, joined 
Hardware Mutual in 1934, and Hanson, underwriting 





May, 1947—17 


manager for Hardware Mutual, started with the com- 
pany in 1936. J. E. Hanson, executive vice presi- 
dent and treasurer of both companies, was re- 
elected. Ralph F. Fenske, underwriting manager of 
Hardware Indemnity since 1941, was elected secre- 
tary, and Robert A. Manke, office manager for sev- 
eral years, was advanced to assistant secretary. 


173, HIGH HEADS OHIO MUTUAL AGENTS. EE. F. High, 
Columbus, was elected president of the Ohio Asso- 
ciation of Mutual Insurance Agents at the organ- 
ization's annual meeting held in Columbus on April 
17. Other officers elected are: vice president, 
Robert F. Baldwin, Dayton; secretary-treasurer, 
Mrs. Mina Gorsuch, Bucyrus. 





174, BYRON CLARK DIES. Byron Clark, Jr., 56, pres- 
ident and general manager of the Interboro Mutual 
Indemnity Company of New York City died in United 
Hospital, Port Chester, New York on April 8. - In 
addition to his affiliation with the Interboro 
Mutual Indemnity Company he was senior partner of 
the law firm of Grant, Clark and Fox. 





175, FIRE WASTE COUNCIL MEETS. The National Fire 
Waste Council, made up of thirty-six national or- 
ganizations under the sponsorship of the Chamber 
of Commerce of the United States, met in Washing- 
ton, April 28, and elected the following new men- 
bers of its executive committee: A. B. Jackson, 
vice president, St. Paul Fire & Marine Insurance 
Company, St. Paul; George F. Reeder, executive sec- 
retary, Moline Association of Commerce, Moline, 
Illinois; W. R. Ulrich, general manager, Atlanta 
Chamber of Commerce, Atlanta; Calvin G. Lauber, 
engineer, National Board of Fire Underwriters, 
New York; Harry Shearer, assistant secretary, De- 
troit Board of Commerce, Detroit; and C. E. Rigby, 
president, Blackstone Mutual Fire Insurance Com- 
pany, Providence. The Council paid special tribute 
to the following three members of the executive 
committee who have served for twenty-five years: 
George W. Booth, chief engineer, National Board of 
Fire Underwriters, New York; Percy Bugbee, general 
manager, National Fire Protection Association, 
Boston; and Eugene Arms, general manager, Mill Mu- 
tual Fire Prevention Bureau, Chicago. 





176. MORRILL NAMED NEW YORK DEPUTY. Appointment of 
Thomas C. Morrill of Garden City, New York, as 
Deputy Superintendent of Insurance, effective May 
1, 1947, has been announced by Superintendent of 
Insurance Robert E. Dineen of New York. Mr. Mor- 
rill joined the Insurance Department in November, 
ae Sas has served as Assistant to the Superin- 
endent. 





177. MARCH TRAFFIC DEATHS. Traffic deaths in the 
United States during March, 1947, were 2,410, a 
decrease of 14% from March, 1946, according to the 
National Safety Council. A total of 6,920 traffic 
fatalities was reported for the first three months 
of 1947, a 16% decrease from the corresponding 
period last year. Traffic fatalities by months: 








1946 1947 Increase 
SE re 2,890 2,070 -18% 
Sr ears aA 2,550 2,140 —16% 
EIS ooo a) a) sw sus grees awternie _2,800 _2,410 -14% 
DS in Ais Aio-4ie 7s @ienelersrnie 8,240 6,920 -16% 


178, TURKEY BROODER_LOSSES. W. J. McGladrey, presi- 
dent of the Farm Owners Mutual Insurance Company, 
St. Paul, reports that turkey brooder losses this 
spring are the heaviest they have been in many 
years. The early crop of turkeys is 25 to 40% be- 
low last year's and it is estimated that the turkey 
crop this year will not exceed 30,000,000 compared 
to 41,000,000 last year. Mr. McGladrey indicates 
that much breeding stock has been slaughtered and 
commercial growers who count on a late crop are go- 
ing to be disappointed. The Farm Owners Mutual, 
one of the large turkey-writing companies, has been 
active in conserving lives of turkeys. 

179, GLASS COVERAGE LIMITED TO ONE YEAR. The Na- 
tional Bureau of Casualty & Surety Underwriters has 
announced that, effective April 28, plate glass in- 
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surance carried by member companies will be written 
on a one-year basis only, with the exception of 
dwellings and apartments, which may continue to be 
written for a term but not to exceed three years. 
The action was taken because of the uncertainty of 
future cost of replacing broken glass. Both the 
cost of glass and the labor cost have increased 
since OPA relinquished control over glass prices 
last October and it is felt to be unsound to write 
policies for longer than one year. 


180, CALIFORNIA ASSIGNED RISK PLAN. A_ statutory 
automobile assigned risk plan, enacted by the 
present session of the State Legislature, has been 
approved by Insurance Commissioner Wallace Downey 
of California. The plan is now in the hands of the 
various automobile writing companies for their ap- 
proval. The statutory plan will replace the vol- 
untary assigned risk plan which became effective 
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181, APPROVE RFC LOAN FOR PREFERRED. John D. Good- 
loe, Chairman of the Reconstruction Finance Corpor- 
ation, has announced completion of arrangements for 
a $3,000,000 loan to the Preferred Accident Insur- 
ance Company of New York. Financial assistance is 
being rendered on the basis of the senior non-asses- 
sable preferred stock of the Preferred Accident 
and will be in the form of a loan to Preferred Pro- 
tection Corporation, New York, in the amount of 
$3,000,000, secured principally by preferred stock 
of the Preferred Accident Insurance Company. 





182, WELBORN ADVANCED. Curtis R. Welborn, secre- 
tary of the Underwriters Laboratories, Inc., since 
1935, was elected executive vice president at the 
organization's annual meeting held in Chicago, 
April 25. In addition, all trustees and officers 
were re-elected. New officers elected to the exec- 
utive staff of Underwriters Laboratories include 
John A. Neale, chief engineer, who becomes vice 


in 1941. 


pregident and W. Stanley Austin, secretary. 
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rules on binders 160; N. Y. financed 
cars 164. 


STATISTICS—1946 accidental deaths 1; 


1946 fire loss 43; A & H premiums 46; 
Canadian premiums 48, 132; 1946 traf- 
fic deaths 52; U. S. fire losses by months 
—January 82, February 126, March 
158; Canadian fire losses by months— 
—January 89, February 138; 1946 fire 
premiums 145; trafic fatalities by 
months—January 97, February 140, 
March 177; turkey brooder losses 178. 


TAX—Savannah premium tax 6; St. Louis 


income tax 106; Florida tax not retro- 
active 142. 


WORKMEN’S COMPENSATION — Hill 


heads Michigan commission 70. 
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Personal Proporty 





Loss. Adjustments. 





by. William H. Rodda 





66 LL risks” insurance is the ac- 

cepted inland marine coverage 
for personal property, jewelry, and 
furs. The popularity of inland ma- 
rine insurance has come about largely 
because the policyholder believes such 
a policy will reimburse him for any- 
thing which happens to his property. 


The all risks policy is the broadest 
ferm of insurance protection avail- 
able to the householder, but it does 
not cover everything which can hap- 
pen to a policyholder’s property. The 
personal property floater is the most 
widely sold of the personal all risks 
policies, and the adjuster will find 
many cases where a careful examina- 
tion of the form and of precedent is 
necessary to determine whether a loss 
is covered. The insuring clause of 
the personal property floater protects 
against “All risks of loss of or dam- 
age to property covered except as 
hereinafter provided.” 


The term “all risks” of loss or 
damage is a narrower coverage than 
is popularly supposed because a “risk”’ 
is a fortuitous happening. That 1s, 
there must be some chance attached 
tu the occasioning of the loss or dam- 
age. Something which can be antici- 
pated and which is known in advance 
is not a “risk”. For example, the 
wearing out of clothing or the natural 
deterioration of a rubber tire when 
not in use are not chance happenings, 
but are things which occur in the 
natural course of events. The ad- 
juster may contrast all risks insurance 
with the broader insuring clause of 
the jeweler’s block policy, which pro- 
tects against loss or damage “arising 
from any cause whatsoever.” 


The personal property floater dif- 
fers from other insurance policies be- 
cause the coverage is ditferent for 
property which is specifically sched- 
uled than for property which is in- 
cluded under a blanket item. There 
are specific limitations regarding the 
amounts which may be recovered on 
certain types of property such as un- 
scheduled jewelry, watches, and furs, 
aud on money and valuable docu- 
ments. These are largely limitations 
or: amounts recoverable, and the ad- 
juster must determine whether the 
loss is limited by the provisions of the 
form under the “Amounts of Insur- 
ance” or under the “Limitations”’. 


The policyholder is given the op- 
tion of extending his coverage to the 
property of others (guests, for ex- 
ample) while the property is on the 
premises of residences of the insured, 
or to the property of servants. How- 
ever, the coverage of servants’ prop- 
erty while off the insured’s premises 
can be extended only if the property 
is actually in the physical custody of 
the servant at the time of the loss. 
In connection with losses involving 
property of guests and servants, the 
adjuster should secure a written state- 
ment from the insured, if he elects 
to have his policy extended to cover 
such property. 


There is also an extension to cover 
damage to residences when the dam- 
age results from theft or attempted 
theft. The mutual form restricts this 
coverage to residences “owned and 





William H. Rodda is secretary of the Trans- 
portation Insurance Rating Bureau, Chicago. 








May, 1947—19 


occupied by the insured”. The stock 
company form does not specify “resi- 
dences”, but refers to “property of 
the assured not specifically excluded 
by this policy”. The stock company 
form is less definite and more likely 
to cause difficulty for the adjuster. 


The delineation of coverage actu- 
ally is given in the exclusions of the 
personal property floater form. <A 
thorough familiarity with the exclu- 
sions is essential to the proper ad- 
justment of personal property floater 


losses. 


It is important to point out that 
the limitations and exclusions of pol- 
icles issued by various companies are 
not identical, and it is necessary for 
the adjuster to make sure which form 
is attached to the policy in question. 
However, there are many points upon 
which the exclusions are in agree- 
ment and these basic provisions will 
be considered here. 


I:xclusion (a), referring to un- 
scheduled property situated in states 
where this form of policy is not per- 
nitted, is no longer applicable because 
the personal property floater now can 
be written in all states and the District 
of Columbia. 


The most troublesome provision of 
exclusion (b) is the one excluding 
coverage on “animals”. It was the 
intent of the framers of the personal 
property floater form to use the word 
in the dictionary sense, in which “an- 
imals”” refers to all members of the 
animal kingdom as distinct from 
members of the vegetable kingdom. 
This would exclude losses of goldfish 
and canaries as well as of dogs and 
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cats. We do not know of any legal 
decision on-this point, but the defini- 
tion of “animals” as it appears in the 
accepted dictionaries does not leave 
any doubt regarding either the intent 
or the actual coverage. 


The balance of exclusion (b) re- 
fers specifically to certain convey- 
ances which are excluded from cov- 
erage, but there are two exceptions 
to the exclusion. The first is an ex- 
ception which provides coverage to 
bicycles, tricycles, baby carriages, in- 
valid chairs and similar ‘“‘conven- 
iences”. This is the first policy in 
which the term “convenience” has 
been used. It is an interesting attempt 
to distinguish the smaller, more per- 
sonal devices on wheels from the 
more elaborate mechanisms, such as 
automobiles and motorcycles. How- 
ever, it is a reasonable distinction and 
has not offered any great difficulty in 
adjusting losses. Occasionally a mo- 
tor may be attached to a bicycle, but 
state laws ordinarily require the l- 
censing of such a vehicle and it would 
be considered a motorcycle. If it 
were used as a bicycle operated by 
foot power without the motor, it 
would then become a bicycle again. 


The second exception from exclu- 
sion (b) is that equipment and fur- 
nishings of conveyances are covered 
when removed from the conveyance 
and actually on the premises of the 
residence of the insured. This means 
that if the insured detached a spot- 
light from his automobile and took it 
into his residence, it would be cov- 
ered if stolen or otherwise damaged. 
Claims also have been made for tires 
which have been detached from auto- 
mobiles or which have been purchased 
in anticipation of future use. This 
coverage does not extend beyond the 
premises of the residences of the in- 
sured, but is strictly a location cov- 
erage. 


The exclusion of government prop- 
erty under exclusion (c) is necessary 
to protect the company from claims 
for property which has been en- 
trusted to the insured. The property 
covered by the policy is not only that 
belonging to the insured, but also 
that used or worn by him. A soldier 
or a government employee might have 
valuable equipment and apparatus in 
his care. If this exclusion were not 
in the policy, it would cover the loss 
of any such equipment for which the 
insured was liable. 


The broad protection of the per- 
scnal property floater is not intended 
to cover business property, and ex- 
clusion (d) eliminates coverage for 
unscheduled property pertaining to a 


JourRNAL oF AMERICAN INSURANCE 


business, profession or occupation of 
the insured. However, the framers 
of the personal property floater have 
recognized that occasionally a man’s 
personal affairs and his business af- 
fairs may be so closely related that a 
sharp distinction is impossible. Under 
certain limited conditions, it may be 
satisfactory to extend the coverage 
of the personal property floater to 
business property. 


First, the exclusion refers to “un- 
scheduled” property. This leaves the 
company the option of listing any 
professional or business property 
which it feels can be covered without 
undue hazard. For instance, a doctor 
or dentist may wish to schedule cer- 
tain equipment or instruments, and 
the company can do so if the risk is 
considered satisfactory. 


The second exception refers to pro- 
fessional books, instruments, and 
other professional equipment owned 
by the insured while actually within 
the residence of the insured. This 
is intended to extend the coverage of 
the personal property floater to the 
property of a professional man who 
has his office in his residence. A 
doctor, dentist, or lawyer frequently 
has his office in a portion of his resi- 
dence building. It would be difficult 
to draw a sharp distinction between 
his personal and professional prop- 
erty, and the fact that the office is 
located in the residence building 
places it under supervision and ob- 
servation just as effectively as the 
residence property itself. 


Note that his coverage is effective 
only while the property is actually in 
the residence of the insured; it is in 
contrast to that on equipment or fur- 
nishings of conveyances, which pro- 
tects them while on the premises of 
the residences of the insured. A spare 
tire would be covered if detached and 
out in the yard of the residence, but 
professional property would be cov- 
ered only while actually within the 
residence building. The mere fact 
that the office section has a separate 
entrance does not remove it from be- 
ing a part of the residence. 


The exclusion concerning breakage 
of brittle articles enumerates certain 
types of property, but it also includes 
the phrase “and similar fragile ar- 
ticles”. There is no satisfactory defi- 
nition of a “similar fragile article”, 
and the adjuster must determine to 
his satisfaction whether a broken ar- 
ticle is similar in nature to eyeglasses, 
glassware, statuary, marbles, bric-a- 
brac or porcelain, all of which are 
specifically mentioned. The present 





forms have clarified many situations 
which caused trouble under previous 
forms by excepting from the exclu- 
sion: jewelry, watches, bronzes, cam- 
eras and photographic lenses. This 
exclusion also has an exception, in 
that breakage of fragile articles is 
covered when caused by theft and cer- 
tain other hazards roughly equivalent 
to the fire and extended coverage haz- 
ards. 


There is no coverage against me- 
chanical breakdown, and there is an 
electrical exemption clause which ex- 
cludes electrical damage to electrical 
apparatus unless fire ensues. 


The exclusion of loss by wear and 
tear is theoretically unnecessary, but 
it does clarify the point insofar as the 
insured is concerned. Questionable 
cases frequently arise in connection 
with the exclusion of loss or damage 
caused by dampness of atmosphere or 
extremes of temperature, deteriora- 
tion, moth, vermin, and inherent vice. 
Claims have been received for food 
which has spolied in a refrigerator be- 
cause the electric current was inter- 
rupted, and companies have denied 
liability on the ground that this was 
deterioration and not the result of a 
risk. It may be necessary for the 
adjuster to refer these questionable 
cases to the company for final deter- 
mination, inasmuch as it does not 
seem possible to write an exclusion 
which will cover clearly all circum- 
stances. 


ANY personal property floater 
forms contain a section headed 
“Declarations of the Assured’, and 
this section includes a list of values in 
various classes of personal property. 
However, these declarations are not 
a limitation upon recovery but are 
included in the form for underwriting 
purposes. When an adjuster discovers 
ar important discrepancy between the 
“Declarations of the Assured” and 
the actual property values, he should 
report the complete circumstances to 
the company so the policy may be re- 
written correctly. 


The adjuster will have cases where 
the loss is at a secondary location and 
it will be necessary for him to deter- 
mine the amount of coverage there. 
The forms usually provide that only 
10% of the blanket amount applies 
to “unscheduled personal property or- 
dinarily situated throughout the year 
at residences other than the principal 
residence.” This 10% limitation may 
be extended by specific endorsement 
to the policy. 











It is necessary to note that the 
10% limitation applies only to un- 
scheduled property “ordinarily situ- 
ated throughout the year” at the sec- 
ondary residence. This means that 
when property is moved to the sec- 
ondary residence during a summer 
vacation, it is covered by the full 
amount of the policy and is not re- 
stricted by the 10% limitation. It is 
necessary for the adjuster to deter- 
mine how much of it has been brought 
in temporarily for the vacation sea- 
son. 


There is another practice among 
companies in connection with these 
secondary residences which should be 
familiar to the adjuster. If there is 
more than one secondary residence, 
the 10% limitation is effective at each 
of the secondary residences and it is 
not pro-rated among the secondary 
residences. For example, if there 
were a $10,000 personal propery float- 
er and there were two secondary res- 
idences, there would be $1,000 cov- 
erage on unscheduled property at each 
of the secondary residences, except 
under the unusual circumstance where 
both secondary residences might be 
involved in the same disaster. 


Occasionally an adjuster will en- 
counter a loss on property which the 
owner has rented to some one else, 
perhaps as part of a furnished dwell- 
ing or apartment. It is necessary to 
determine whether the property is 
something which may be considered 
as pertaining to a business of the in- 
sured. Ordinarily the renting of fur- 
nished rooms and dwellings would be 
considered a business, and property 
so rented would not be covered by the 
personal property floater. 


An important limitation is the one 
limiting recovery to $250 on unsched- 
uled jewelry, watches, and furs. The 
form generally used by the stock in- 
surance companies limits recovery to 
this amount regardless of the cause 
of loss, whereas the form used by 
most of the mutual insurance com- 
panies does not apply the $250 limi- 
tation to losses resulting from fire and 
the extended coverage hazards. In 
this respect the mutual form is con- 
siderably broader than the stock com- 
pany form, and the adjuster must 
note the exact provisions of the form 
when adjusting losses on unscheduled 
jewelry, watches, and furs which have 
resulted from fire or one of the ex- 
tended coverage hazards. 


The effect of this limitation on 
losses of unscheduled jewelry, 
watches, and furs is to encourage the 
specific scheduling of such items. 
Most personal property floaters will 
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include a schedule or list of jewelry, 
watches, and furs with a value or 
limit of liability set opposite each 
scheduled item. Company practices 
differ but in most cases the amount 
set opposite the item is an amount of 
insurance or limit of liability, and the 
actual cash value provision of the ba- 
sic policy still applies. Under such 
circumstances it is a part of the ad- 
juster’s job to determine the actual 
cash value of the piece or pieces 
which have been lost or damaged, and 
he must not assume that the value is 
the same as the amount listed. Occa- 
sionally policies will be written where 
the amount is specified as a value, and 
this has the effect of making the per- 
sonal property floater a valued policy 
as to those particular items. How- 
ever, this is a situation which the ad- 
juster is more likely to find in con- 
nection with antiques and fine arts 
than in connection with jewelry, 
watches, and furs. 


Personal jewelry and fur policies 
are even broader in their coverage 
than the personal property floater. It 
is customary for the companies to ex- 
tend the coverage of the personal 
property floater so that it is as broad 
as the jewelry and fur policies in re- 
spect to scheduled jewelry and furs. 
Accordingly, it is fitting for us to dis- 
cuss here the adjustment of jewelry 
and fur losses, either under specific 
jewelry and fur policies or in connec- 
tion with scheduled items under the 
personal property floater. 


There are only two exclusions in 
the jewelry and fur policies and in 
the jewelry and fur endorsement to 
the personal property floater. The 
first excludes loss or damage caused 
by gradual deterioration, moth, ver- 
min, or inherent vice. The second ex- 
clusion pertains to war damage. This 
extension of the personal property 
floater eliminates many of the exclu- 
sions which apply to unscheduled 
property, although most of them 
would not affect jewelry or fur losses 
anyway. The most important change 
is the elimination of the exclusion re- 
lating to damage resulting from work 
in the course of any refinishing, ren- 
ovating, or repairing process. Where 
there is damage to jewelry, watches, 
and furs in the course of any repair 
process, it is anticipated that the in- 
surance company would be able to re- 
cover from the repairman. 


The adjuster must be on the look- 
out constantly for fraud, and for 
losses which are reported as a result 
of an honest mistake on the part of 
the policyholder. The tendency is for 
the insured to report a theft or mys- 
terious disappearance whenever some- 
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thing cannot be found. An adjuster 
must investigate every possible lead 
to determine what actually has hap- 
pened. He is derelict in his duty if he 
merely tells the policyholder, “If the 
watch does not show up within a rea- 
sonable time, let us know and we will 
take care of it”. One company had 
a loss where the policyholder reported 
that a $700 fur coat had disappeared. 
Her past record had been excellent 
and there was no reason to suspect 
her of dishonesty. After giving her 
a reasonable time in which to search 
the house, the company paid a $700 
claim. About a year and a half later 
the lady called up the company, and 
reported that a furrier had called and 
wanted to know when she was going 
to call for her fur coat. It developed 
that she had told her maid to send it 
to the furrier for storage and had 
forgotten about it. The recovery 
amounted to only about $125 out of 
a $700 claim. 


The adjuster’s mistake was in not 
exploring all the possibilities of loss. 
He had depended entirely on the story 
of the insured and had not questioned 
the maid. The maid undoubtedly 
would have recalled what had been 
done with the coat, and the company 
would have been saved a loss of sev- 
eral hundred dollars. 


The determination of the actual 
cash value is important, particularly 
where the company has not secured 
complete details at the time the policy 
was written. A bill of sale should be 
secured from the furrier or jeweler, 
and the adjuster should call for it in 
person and wait while the dealer looks 
up his record and prepares a duplicate 
bill of sale. He should not be given 
all opportunity to make up a false bill 
of sale for a pet customer. In one 
case an “$1,800 mink coat’ turned 
out to be a garment which had been 
made from the fur lining of a coat 
which grandfather brought over from 
Russia. Collusion between a dealer 
and the insured always must be 
watched for, and the few cases where 
it is uncovered will save the company 
enough money to justify all of the 
effort. 


HEN the adjuster suspects 
fraud, it may be necessary for 

him to use some ingenuity in order 
to determine what really happened to 
produce the claim. In one instance 
the insured reported that his wife’s 
jewelry had been taken in a holdup 
while he was taking it downtown to 
be cleaned. The story of the holdup 
was plausible, but the investigation 
did uncover the fact that the insured 
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was a confirmed horse-racing fan. 
The investigators were not able to 
locate his “bookie” and they suspected 
that the jewelry had been turned over 
to the bookie for a gambling debt. 
One night the adjuster had someone 
call up the insured and say “You had 
better get over to your bookie’s right 
away—<on't ask any questions”. The 
insured fell for the trick and dashed 
over to the bookie’s (to find that the 
call was a hoax), but the adjuster 
learned who the bookie was and was 
able to determine that the jewelry had 
heen pledged for a gambling debt. 
When confronted with the evidence, 
the owner withdrew his claim against 
the insurance company. 


A personal acquaintance with mem- 
bers of the police department will be 
of great assistance to the inland ma- 
rine adjuster, and particularly con- 
tacts with the pawnshop detail in the 
larger cities. A wealthy policyholder 
of one company reported the loss of a 
watch and chain which were valued 
at $1,000. He stated the watch and 
chain had been missing for several 
months and at first he thought they 
were mislaid, but he was now satisfied 
that they had been lost. He was in 
good shape financially and was not 
suspected of faking the loss to collect 
$1,000. However, the adjuster had a 
fecling that there was something queer 
about the loss, or perhaps that the 
watch had been stolen by a se: vant 
and had been pawned. Before com- 
mitting the company to pay the claim 
he talked to the pawnshop detail of 
the city police and let the situation 
le for a couple of weeks. Within a 
short time the police sergeant  re- 
ported that they had located the watch 
in the hands of a taxi driver who had 
pawned it several times during the 
past few months. (The pawnbroker 
never had loaned him more than $40 
on it.) The taxi driver was questioned 
and he claimed that the owner had 
given him the watch as a present. 


Eventually, the taxi driver told the 
whole story of how he had acquired 
possession of the watch. He had 
picked up the wealthy watch owner 
late one night when the man was 
drunk and he had asked the taxi 
driver to find a “girl friend” for him. 
He promised to give the watch to the 
taxi driver if the lady turned out to 
be especially attractive. So the taxi 
driver took him to the most attractive 
female “entertainer” he knew. The 
cabby waited for the man and when 
he came out asked for the watch. The 
man replied that he had given it to the 
lady because she wanted it. So after 
the cabby had taken the man home he 
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went back to the lady’s house, beat 
her up, and took the watch away from 
her. The watch was recovered, some- 
what to the owner's chagrin, and the 
insurance company was saved another 
It frequently is necessary for 
the adjuster to use ingenuity and im- 
agination in exploring all of the pos- 
sible causes of these “mysterious dis- 
appearance” losses. 


loss. 


The personal property floater has 
caused more discussion than any other 
inland marine form. Many adjusters 
are inclined to dislike it because of 
the peculiar problems which arise, but 
it must be admitted that it does make 
the life of an adjuster interesting. 
One company reported a claim for the 
loss of a turkey. The turkey had been 
greased with what was later claimed 
to be rancid grease, and the combina- 
tion of rancid grease and heat pro- 
duced a flavor in the turkey which 
was not to the liking of the guests 
at a Thanksgiving dinner party. The 
company denied liability for the loss 
on grounds that the occurrence was 
not the result of a “risk” but was the 
result of a deliberate act on the part 
of the insured. In addition, the com- 
pany adjuster was inclined to be sus- 
picious because it did not seem likely 
that the grease could be so rancid as 
to spoil the flavor of turkey without 
being evident to the cook when she 
put it on the bird. The adjuster’s be- 
lief was that the turkey was not in 
good condition when received from 
the butcher. 


A Wisconsin policyholder put in a 
claim for a demountable pier which 
was set up on the shores of Lake 
Michigan during the summer, and 
was taken down and stored on land 
during the winter season. The pier 
vas damaged by winter storms and 
the insured claimed that it was per- 
sonal property within the meaning of 
the personal property floater during 
the time that it was dismantled and 
stored on land. 


The Wisconsin Supreme Court de- 
cided that the pier was not the kind 
of property covered by the personal 
property floater. It appeared that this 
was based on the reasoning that the 
unscheduled personal property cov- 
ered by the form is that falling within 
the general term of “household 
goods.” 


HE adjuster will come upon other 
inland marine policies which cover 
personal property. The personal ef- 
fects floater was common before the 





personal property floater was written 
generally, and it is still carried by 
people who do not care to buy floater 
coverage for all their property. 


The personal effects floater covers 
only on personal effects such as are 
usually carried by tourists and travel- 
ers, and does not cover household 
furniture nor money — salesmen’s 
samples, physicians’ and surgeons’ in- 
struments, artificial teeth or limbs, 
merchandise for sale or exhibition, 
nor any property specifically or other- 
wise insured. 


The personal effects floater is an 
“all risks” policy, but the exclusions 
are considerably different from those 
in the personal property floater, and 
result in a narrower coverage. Cov- 
crage on jewelry and watches is lim- 
ited to 10% of the policy amount, 
and to. $100 on any one article. The 
policy does not cover theft or pilfer- 
age from an unattended automobile, 
unless it is closed and locked, and 
even then not for more than 10% of 
the policy amount, nor for more than 
$250 in any-one loss. 


The fine arts policy is peculiar in 
that it is customarily a valued policy. 
It is difficult and frequently impos- 
sible for an adjuster to determine the 
actual value of a work of art after it 
has been seriously damaged or de- 
stroyed. The value of these articles 
depends upon something intangible 
which the artist has placed in his 
work, rather than upon its physical 
or utility value. The primary respon- 
sibility of the adjuster in connection 
with a fine arts loss is to make sure 
that the articles damaged or destroyed 
are the ones described in the policy. 
It is also to find out 
whether there is any possibility of re- 
covery from a carrier or bailee. 


necessary 


A few years ago there were many 
ditferent policies written to cover the 
more valuable types of personal prop- 
erty, such as jewelry, watches, furs, 
cameras, fine arts, sporting equipment 
and professional instruments. The 
tendency today is to cover all the 
property of the insured under the per- 
sonal property floater, with the result 
that adjusters are finding fewer and 
fewer of the miscellaneous personal 
floaters. The popularity of the “all 
tisks” policy has complicated the work 
of the adjuster in many ways, but it 
does have a tendency to concentrate 


such coverage under a single form. 
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Prospective Arson Rise Studied 
as Investigators Meet at Purdue 


HEN a number of the nation’s 

arson investigators came _ to- 
gether at Lafayette, Indiana, two years 
ago to participate in the first annual 
arson training course under the aus- 
pices of Purdue University they 
were driven by no feeling of great 
urgency. Wartime conditions, with 
property worth more to its owners 
in operating condition than it would 
be if it were burned at insurance 
company expense, apparently had cut 
the annual number of arson fires to 
its lowest point in recent history, and 
there seemed no immediate prospect 
of a sharp upturn. The course 
seemed merely to furnish an excellent 
opportunity for men working in the 
arson investigation field to get to- 
gether, trade notes, and keep them- 
selves informed concerning new tech- 
nical developments. 


3ut when 186 arson investigators 
from twenty-five states and four 
Canadian provinces came together at 
Purdue University on April 22-25 
this year, for the third annual arson 
training course, there was agreement 
that conditions are changing rapidly. 
While the crime of arson for insur- 
ance was diminishing during the war 
years other types of arson began to 
increase. The mentally-afflicted indi- 
viduals who set fires without any 
profit motive began to become a ma- 
jor problem. Along with their activi- 
ties, which often are extremely diffi- 
cult to uncover, there came a decided 
increase in juvenile arson, which pre- 
sents another vexing problem in that 
punishment or correction of the ju- 
venile arsonist is not simple. And 
now, with no indication that either 
arson by the mentally afflicted or ju- 
venile arson are likely to decrease, 
economic conditions seem to have 
taken a turn which make an increase 
in arson for profit likely. 


Arrests for arson, as compiled by 
the Federal Bureau of Investigation, 
have begun to trend upward from the 
lew point of 583 registered in 1944, 
and stood at 709 in 1946, Arson in- 
vestigators generally are confident 
that the figure will rise again in 1947. 


The growing concern of those ac- 
tive in arson investigation with the 


Techniques New and Old in the Apprehension of Fire-Setters 
Are Appraised at Annual Session of Unique Four-Day School 





Operation of a special lamp which detects the presence of fluorescent powder is explained 


by George Clough, Mineola, N. Y., Nassau county fire marshal. 


Watching (I. to r.) are Edward 


E. Meeker, Toledo, Ohio, detective lieutenant; Charles F. Hoar, Boston Fire Department arson 
squad inspector; and Thomas J. McHugh, deputy state fire marshal, Rhode Island State Police. 


prospect for an increase in this crime 
was responsible for making the third 
annual arson training course not only 
the most heavily attended to date, but 
also the most ambitious as to pro- 
gram. It served as a fitting prelude 
to the two important meetings sched- 
uled for May in which methods of 
attempting to check the nation’s all- 
time high fire loss will be explored by 
national leaders in fire prevention— 
the President’s Conference on Fire 
Prevention at Washington, May 6-8, 
and the annual meeting of the Na- 
tional Fire Protection Association at 
Chicago May 26-29. 


The practical nature of the Purdue 
sessions may be determined from the 
topics discussed in the four-day pro- 
gram: “Education for Conservation”, 
president Frederick L. Hovde, Pur- 
due University ; ““Arson—Your Prob- 
lem and Mine’, Horace McMullen, 
Chicago, chief special agent National 
Board of Fire Underwriters; ‘“Fun- 
damentals of Effective Arson Investi- 
gation”, Roderick K. Goeriz, Detroit, 
detective inspector arson squad; 
“Basic Techniques of Investigation”, 
Don L. Kooken, Bloomington, Ind., 


acting director Institute of Criminal 
Law Administration, Indiana Univer- 
sity; “How Fires Start”, Theodore 
Peters, Anderson, Ind., captain Delco 
Remy plant protection department ; 
“Why and How People Set Fires”, 
Richard C. Steinmetz,, Chicago, chief 
special” agent Mutual Investigation 
Bureau; “Practical Methods of In- 
struction”, Francis Hartman, assist- 
ant director Indiana Fire Service 
Training Schools, Purdue University, 
and Horace R. Smith, professor of 
applied sociology, Purdue University ; 
“Techniques of the Actual Arson In- 
vestigation”, E. A. Wakefield, Mon- 
treal, assistant general manager Fire 
Underwriters Investigation Bureau 
ot Canada; “Recognizing, Collecting, 
and Preserving Physical Evidence”, 
William E. Kirwan, Albany, N. Y., 
director New York State Police sci- 
entific laboratory; “Locating and 
Questioning Witnesses”, L. H. Har- 
ber, Memphis, Tenn., special agent 
National Board of Fire Underwrit- 
ers; “What the Technician Can Do 
to Aid the Investigator’, Robert 
Sorkenstein, Indianapolis, Ind., chief 
technician Indiana State Police; 
“Photographic Evidence’, Charles C. 
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Scott, Kansas City, Mo.; “The Lie 
Detector and Its Uses’, Leonarde 
Keeler, Chicago; “Use of Listening 
Devices and Sound Recorders”, Dan 
Kovach, Chicago, special investigator ; 
“Automobiles and Arsonists”, Wil- 
liam J. Davis, Chicago, assistant man- 
ager Automobile Information and 
Protective Bureau; “Interviews and 
Interrogation of Suspects”, Shelby 
Gallien, assistant director Public 
Safety Institute, Purdue University ; 
“Means and Methods of Interroga- 
tion”, W. J. Austin, Chicago, special 
agent Mutual Investigation Bureau; 
“Convicting the Arsonist”, Herman 
H. Cohn, Springfield, Ill., legal ad- 
visor to the fire prevention division 
of the Illinois Department of Public 
Safety; and “Mental Factors in Ar- 
son”, Dr. Richard L. Jenkins, Cham- 
paign, Ill., psychiatrist University of 
Illinois. A special forum on “The 
Juvenile Arsonist” was presided over 
by George Clough, Mineola, N. Y., 
Nassau County Fire Marshal. Par- 
ticipants included Harold L. Foster, 
Louisville, Ky., chief Fire Prevention 
Bureau; D. A. Mallet, assistant di- 
rector of student affairs Purdue Uni- 
versity; Charles S. Morgan, Boston, 
executive secretary fire marshals’ sec- 
tion National Fire Protection Asso- 
ciation; Fred Shepperd, New York 
City, Editor “Fire Engineering” ; 
and S. P. Sides, Columbus, Ohio, 
inspector Fire Prevention Bureau. 
Another forum upon “Whese Re- 
sponsibility is Arson?” had Carter 
Bowser, Indianapolis, Ind., state fire 
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marshal as chairman. Participants 
were Lee Baker, Little Rock, Ark., 
state fire marshal; Morris J. Carter, 
Anderson, Ind., chief of police; Em- 
mett T. Cox, Chicago, field officer 
Western Actuarial Bureau; Robert 
F. Hamm, Indianapolis, Ind., direct- 
or of fireman training Indiana In- 
spection Bureau; and Edward E. 
Meeker, Toledo, Ohio, detective lieu- 
tenant. The course was under the 
direction of J. L. Lingo, of Purdue 
University’s Public Safety Institute, 
with Wayne Timmons of the same or- 
ganization acting as course secretary. 


UTSTANDING in the four-day 

session was the discussion of 
the recognition, collection, and pres- 
ervation of physical evidence by 
William [£. Kirwan, director of the 
New York State Police’s scientific 
laboratory. He stressed the impor- 
tance of laboratory analyses in the 
investigation of suspected arson cases, 
and outlined in considerable detail 
some of the more recent developments 
in fire-setting devices and techniques 
which arsonists have been using in 
the post-war period. 


He held that, from the standpoint 
of evidence, the proper order of in- 
vestigation in an arson case is: (1) 
recognition of evidence which 


any 





William E. Kirwan, Albany, director of the New York State Police scientific laboratory, dem- 
onstrates the fire-setting possibilities of a booby-trap detonator to Theodore Peters, Ander- 


son, Indiana, captain Delco Remy plant protection department. 


Standing (I. to r.) are 


Horace McMullen, Chicago, and L. H. Harber, Memphis, National Board of Fire Underwriters ar- 
son investigators; Charles S. Morgan, Boston, executive secretary fire marshals’ section of 
National Fire Protection Association; Joe Gomez, Tampa, Florida, fire department inspector; and 
E. A. Wakefield Montreal, general manager Fire Underwriters Investigation Bureau of Canada. 





will tend to prove that the burning 
under investigation comes within the 
definition of arson; (2) proper se- 
lection and collection of that evi- 
dence; (3) proper preservation and 
transmission of that evidence to a 
police laboratory or other expert, or 
its proper retention until it becomes 
part of a judicial proceeding. 


“One of the early steps in the in- 
vestigation of arson,” Kirwan de- 
clared, “should be a complete photo- 
graphic record of the ruins or burned 
portions. Proper investigation also 
includes an early interview with fire- 
men and others who observed the fire 
in its early stages, for the purpose of 
establishing the exact origin of the 
fire. Firemen and other observers 
can give a good description of any 
odor, color of smoke, speed of the 
fire, presence or absence of explo- 
sions, whether the fires were a series 
of multiple and individual fires, or 
any other information that might in- 
dicate a suspicious fire. Examination 
of debris at point of origin should 
be made, with careful search for pe- 
culiar colors of ashes; odors of resi- 
dues, presence of electrical, mechan- 
ical, or chemical mechanisms; and 
any peculiarities such as trailers, ex- 
plosives, or unusual containers. 


“A peculiar color of residue usually 
indicates a chemical reaction of some 
scrt. 


“Whenever suspicion is directed 
toward use of a mechanical device as 
the starting mechanism of a fire, that 
device must be completely recovered. 
It must be reconstructed so that iden- 
tification of the various parts can be 
made, with the idea of identifying 
the maker, and for the purpose of 
demonstrating its operation before a 
judicial proceeding. When trailers 
are found, corresponding material 
should be sought either at the scene 
of the crime or in the possession of 
the suspect. The nature of the trail- 
er—paper, cloth, film, etc-—must be 
identified. 


“All fires involving explosions 
should be regarded with suspicion, 
because explosion is not a common 
occurrence. The investigator must 
prove the cause of the explosion to 
state whether it was intentional or 
accidental. The type of explosive 
can be determined by the damage 
caused. When gasoline explodes 
there is a violent sharp reaction ; gas- 
oline is more powerful than dyna- 
mite. Black powder is a low explo- 
sive and instead of producing the 
shattering effects observed when gas- 
cline explodes, black powder has a 
‘pushing’ effect. Some explosives 











leave characteristic residues. In dy- 
namite explosions a chemical exam- 
ination of the residual matter will 
almost point toward the exact manu- 
facturer of the dynamite, because each 
company uses different chemicals in 
the preparation of its particular brand 
of dynamite. 


“Examination should be made of 
all electrical wiring, since there are 
many arson devices which resort to 
the use of electricity. A deliberate 
short circuit in a wiring system can 
be caused, and the heating of these 
short-circuited wires in the presence 
ot combustible material can cause a 
fire. By passing varying quantities of 
electrical current through wires dif- 
ferent effects can be achieved. 


“A chemist, with knowledge of the 
corrosive effects of acids and of the 
fact that combustion can be produced 
by the action of acid on oxidizing 
materials, can conceive incendiary 
bombs and other devices that can 
cause a fire at any designated in- 
terval of time. 


“There is no set rule for recogniz- 
ing these substances. In suspicious 
fires the ash or residue at the origin 
o1 the fire should be recognized as 
proper evidence, and submitted to 
chemical examination for positive 
identification. Where it is suspected 
that a flammable substance such as 
alcohol or benzine was used in spread- 
ing the fire, evidence may be found 
in some protected place. If the fire 
is put out before total destruction 
ensues, for instance, traces of alcohol 
may be found in unburned portions 
of the debris. Even though saturated 
with water the nature of the evidence 
is not affected ; the presence of water, 
in fact, prevents evaporation of some 
flammable substances.” 


At any suspicious fire, Kirwan 
pointed out, investigators should look 
for such obvious things as: 


1. The presence of heavy soot 
which indicates the presence of hydro- 
carbons such as kerosene, tars, tur- 
pentine, paints, and similar substances. 


2. Trailers of any sort which might 
be in the form of film, rags, paper, 
draperies, curtains ; these can be satu- 
rated with flammable liquid or used 
in their original state. 


3. Chemical residues,, such as gun- 
powder, magnesium, alcohol, black 
powder fuses, and acid or oxidized 
substances; usually these substances 
form peculiarly shaped ashes or dust. 
They produce a color variation in the 
ash not corresponding to the color of 
surrounding material. 
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Not a portable radio set, but the latest in listening devices, is being tuned here by Richard C. 


Steinmetz, Chicago, chief special agent Mutual Investigation Bureau. 


The interested standing 


and listening audience ( |. to r.) is: Roderick K. Goeriz, Detroit, arson squad detective inspector; 
Horace McMullen, Chicago, chief special agent National Board of Fire Underwriters; J. L. Lingo, 
of Purdue University’s Public Safety Institute; E. A. Wakefield, Montreal, general manager 
Fire Underwriters Investigation Bureau of Canada; and William J. Davis, Chicago, assistant 
manager of the Automobile Information and Protective Bureau. 


The investigator should be on the 
alert for chemical devices or other 
mechanisms which give a time delay 
in starting a fire. These can be any- 
thing from alarm clock mechanism 
and detonators to candles, gasoline- 
filled balloons, or even gasoline-filled 
pig bladders. Short circuits and 
other devices such as time delays con- 
nected with doorbells, electric light 
switches, doors and windows are very 
often used. 


When an explosion takes place the 
explosive must be identified, and it 
must then be determined if that ex- 
plosive is common to the property. 
A gasoline tank is a normal fixture 
in a gasoline station, but dynamite 
could not be considered a normal fix- 
ture in the ordinary home. In iden- 
tifying explosive, chemical analysis 
of residue is of extreme importance. 
Complete information as to direction 
of the explosive wave and the exact 
origin of the explosion also must be 
determined. 


“These conditions do not repre- 
sent all of the possibilities,’ Kirwan 
said. “The arsonist develops his own 
technique in accordance with his par- 
ticular desires, his intelligence, the 
material available, and the advance of 
science—which sometimes is publi- 
cized to the handicap of the investi- 
gator, and gives the criminals them- 
selves a chance to adopt these scien- 
tific advances and to develop them for 
their own use. Unless the investi- 
gator is just as clever as the criminal, 


and keeps himself informed on these 
advances, he is likely to be left be- 
hind.” 


The speaker described in consider- 
able detail the operation of a number 
of types of incendiary devices, rang- 
ing from the booby-trap detonating 
mechanisms employed in combat areas 
during World War II down to simple 
home-made devices which achieve 
similar effects, and demonstrated 
their operation. 


“When evidence has been uncov- 
ered that tends to prove an incendi- 
ary fire has occurred,” he concluded, 
“the question of who set the fire 
arises. Some of the evidence already 
mnentioned can prove the fact. For 
example identification of chemicals, 
explosives, or mechanical gadgets can 
be established and the manufacturer 
of those materials ascertained. By 
contacting the distributor or dealer 
we sometimes are able to establish 
the identity of the purchaser. This 
ali comes under good police investi- 
gation. Evidence such as fingerprints, 
footprints, tire tracks, fabrics, fibers 
from cloth, tools, tool marks, hand- 
writing and typewriting may be found 
at the scene of the crime. They may 
be either burned or unburned. This 
evidence when developed will tend to 
identify the suspect because it places 
him at the scene of the fire. 


“After the suspect has been iden- 
tified evidence must be secured to 
prove that he was responsible for the 
fire. This can be accomplished by 
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almost the same evidence, such as 
identity of fingerprints, identity of 
footprints, comparison of handwrit- 
ings, comparison of typewriting, ex- 
amination of the clothing for simi- 
larity of fibers, or chemical analyses 
for the presence of kerosene or gaso- 
line or other chemicals, and restora- 
tion of burned documents which may 
be incriminating for the suspect.” 


NE of the more interesting top- 
ics touched upon by Horace Mc- 
Mullen, chief special agent at Chicago 
for the National Board of Fire Un- 
derwriters, was the controversial one 
of the extent of arson in the United 
States. He said that inquiry among 
his own investigators, all of long ex- 
perience, yielded opinions as far apart 
as that arson was responsible for 
45% of the fires in the Chicago area, 
and as that arson is responsible for 
less than 1% of the fires in that area. 
\nother opinion set the figure at 
15%. 
“We honestly and firmly believe,” 
McMullen stated, “that in the early 
1930's the percentage of fires which 
were wilfully and maliciously set ran 
as high as 50%. In the late 1930's 
we believe that the percentage 
dropped to 25%. During the war 
years and up to January 1, 1947, we 
believe that the percentage dropped 
to as low as 10%. We cannot prove 
one word of what we have said, nor 
can we prove what we are about to 
predict. It is our firm opinion, and 
we have seen evidence of it crossing 
our desk in Chicago, that the per- 
centage of set fires is going to in- 
crease and has increased since Jan- 
uary 1, 1947. While we think we 
know what has caused and will cause 
a different percentage of wilfully-set 
fires, we are not holding ourselves 
forth as the last word on the subject. 
We are convinced that the percentage 
ot set fires follows and changes with 
the economic conditions of the coun- 
try. 


“It is our thought that the early 
1930's saw a superabundance of mer- 
chandise being produced, with an in- 
ability on the part of the buying pub- 
lic to absorb and purchase the full 
production. Unscrupulous business 
men and the owners of dwellings, who 
were caught with unsalable merchan- 
dise and houses which required large 
mortgage payments, turned franti- 
cally to selling out to the insurance 
companies. The late 1920's saw labor 
being paid fairly high wages, al- 
though not as high as the wages be- 
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ing received today. Those skilled and 
unskilled workers purchased homes 
which, in the light of their wages at 
the moment of purchase, were reason- 
ably priced. Small down payments 
were made, and heavy mortgages as- 
sumed. Then when business over- 
produced and laid off help, the high 
wage earners were faced with the 
possibility of losing their homes and 
the equities they had in them. These 
homes burned, and investigators who 
were on the job in the early 1930's 
will agree when we say that insurance 
fires were at an all-time peak. 


“Then came our period of artificial 
stimulus on the part of Federal and 
state governments. 


“Then came the hectic war years. 
Business turned its energies toward 
the production of war material. La- 
bor saw higher wages than ever be- 
fore. The buying and consuming 
public were without articles which 
they needed, and even reverted to the 
tactics of the prohibition era in their 
efforts to secure food, apparel and 
lodging. There was no reason for 
anyone to set an insurance fire. The 
burning of a home was a silly risk 
when the house could be sold at 
double its value. The burning of 
personal effects was ridiculous be- 
cause suits, overcoats, and women’s 
and children’s apparel were extremely 
hard to get. The manufacturers dili- 
gently guarded their plants, organ- 
ized home talent fire departments with- 
in their plants, and did their best to 
preserve the machinery and buildings 
which were enabling them to make 
money and to produce the sorely- 
needed war products. The retailer 
had no worry other than the secur- 
ing of merchandise for his shelves. 
Once he had it safely within the four 
walls of his store, the public would 
stand in line to buy it regardless of 
the quality or price. 


“Along about January 1, 1947, we 
began to notice a change. Our agents 
throughout the territory were begin- 
ning to report a few scattered insur- 
ance fires. During early February 
one of our old-time informants 
showed up in the office, and informed 
us of an $85,000 contemplated fire. 
A day or two after we received this 
information, a large $200,000 fire oc- 
curred which had all the earmarks of 
our old-fashioned honest-to-goodness 
insurance jobs. 


“There are many other instances 
which we could enumerate, but the 
trend seems to be making itself felt 
in the garment trade and in the trinket 
industries. In the fall of 1946 a lot 


of cheap merchandise was offered to 





the public for Christmas. A large 
portion of this was snapped up by 
the public, and Christmas presents 
probably reached a new high in De- 
cember, 1946. But at the same time 
a lot of this merchandise came back 
to the manufacturers, rejected and 
unsalable, after the Christmas buy- 
ing season. The buying public seems 
to be showing more discretion, and 
they now show an interest in securing 
more value for their buying dollar. 


“We should like to predict that 
seme easy years lie ahead for fire in- 
vestigators, but must warn you that 
the very opposite seems to be in the 
offing. The percentage of fires for 
revenge remains more or less on an 
even plane. Fires to cover other 
crimes are always with us, and do 
rot seem to fluctuate very much, Py- 
romaniac fires certainly have shown 
an increase during the past five years, 
and a great many of us as investigat- 
ors have turned our best efforts to- 
ward catching them. Whether or not 
this high percentage will continue 
along with an increase in insurance 
fires is a question which we cannot 
answer.” 


HE rapid enlargement of insur- 

ance underwriting in recent years 
to cover automobiles has brought 
about a proportionate increase in the 
number of questionable fires in this 
field, it was explained by William J. 
Davis, assistant manager of the Au- 
tomobile Protective and Information 
Bureau, Chicago, in his exhaustive 
treatment of the subject of automobile 
arson. He contended that the auto- 
mibile—due to its mobility, varying 
value, and ability to carry a mortgage 
greater than value—lends itself par- 
ticularly well to the activities of those 
individuals who seek to derive a prof- 
it or escape on obligation by the wilful 
destruction of insured property. 


Many officers and _ investigators 
have the idea, he said, that nothing 
can be done to prove a case of arson 
in connection with the burning of an 
automobile, and the prevalence of au- 
tcmobile arson indicates a lack of fear 
of detection in the minds of offenders. 
While conceding that the investiga- 
tion of automobile arson is difficult, 
Davis asserted that such cases can be 
broken, and that valuable information 
can be uncovered in an encouraging 
number of cases by patient and per- 
severing investigation. 


“The modern automobile is con- 
structed of steel, iron and metal,” he 











declared, “and except for the wiring, 
tires and upholstery it has few parts 
which can be considered flammable. 
There are legitimate instances re- 
corded where a car has been construc- 
tively destroyed as the result of a 
garage fire, or as the result of colli- 
sion with another object. There are few 
cases where the modern automobile 
has been completely destroyed by fire 
originating in the automobile. If 
there is some doubt in the mind of 
the investigator as to the difficulties 
presented in totally destroying the 
modern automobile by fire and with- 
out the use of flammables, it is sug- 
gested that a wrecked car be taken 
to a suitable location and individual 
experiments conducted. As the re- 
sult of tests conducted to date by dis- 
interested witnesses, the conclusion 
has been reached that most total au- 
tomobile fires are of questionable or- 
igin, and had some human assistance 
to create the damage observed.” 





Davis recommended a four-point 
procedure in investigating question- 
able automobile fires: (1) inspection 
of the salvage to secure evidence of 
the origin of the fire; (2) investiga- 
tion into the car owner’s history to 
secure evidence of motive and oppor- 
tunity; (3) locating and questioning 
of witnesses who might have infor- 
mation concerning the loss; and (4) 
cross-examination of the car-owner 
to the point of certainty that he is re- 
lating the true facts relative to the 
hre. 


He recommended also that the 
burned automobile be inspected be- 
fore contact is made with the owner, 
and that the inspection start at the 
point where the fire originated in the 
vehicle. Usually fire or heat was most 
intense at point of origin. An acci- 
dental fire spreads normally in di- 
minishing degrees away from point 
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of origin in accord with such condi- 
tions as direction and velocity of wind 
or drafts, and the type of material 
consumed by the fire. An incendiary 
fire is likely to show undue density 
of heat in more than one place. 


Removal of extra equipment should 
be noted, as should such irregulari- 
ties as old tires on a new car, wrong 
size of tires, missing bumpers and the 
like. General scrutiny of the burned 
car should be followed by a systematic 
specific inspection, including the fol- 
lowing points: 


Fuel system. Determine whether 
the filler cap was in place at the time 
ot the fire, and whether the gas line 
leading from the tank was in order 
or whether it shows signs of tamper- 
ing. Often gasoline is siphoned from 
the tank to start the fire, and the gaso- 
line tank cap is left off. A cap blown 
off shows the effects of explosion. A 
cap removed after the fire shows the 
effect of the fire. Check the drain 
plug in the bottom of the gas tank. 
Ii it is still in place, look for fresh 
plier marks on the plug or scratches 
around the collar. If the drain plug 
is missing and the collar is still intact 
the drain plug has been removed, be- 
cause when the plug is blown out the 
collar usually goes with it. The same 
thing usually occurs when it is melted 
out. If the engine has an air cleaner 
this acts as a flame arrester, and fire 
caused from backfire is practically im- 
possible. 


Gas line. Look for breaks in the 
line from the tank to the fuel pump. 
Look for plier marks, and get an ex- 
planation for any breaks or discon- 
nections. Often the line below the 
tank is disconnected to obtain gaso- 
line and is not replaced. If it is re- 
placed the top will show fresh 


scratches and perhaps fresh grooves 
where it has been tightened. 
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Fuel pump. Gasoline is sometimes 
obtained by disconnecting the line 
from the fuel pump, and running the 
starter. Check for any missing parts 
of the fuel pump and evidence of 
tampering. If the fuel pump is melted 
there should be evidence of fire on 
the side pans. If the fuel pump was 
disconnected to allow the gasoline to 
run out and then set afire, there may 
be carbon deposits inside the gas line 
at the fuel pump. If parts of the fuel 
pump are missing secure an explana- 
tion when taking the owner’s state- 
ment. If any parts of the fuel sys- 
tem are missing at the top of the fire 
and the owner says the car was run- 
ning when the fire started be certain 
to include this in his statement. 


Shortage in the 
is the most common 
excuse offered for the origin of an 
automobile fire. The chances of a 
modern automobile developing a fire 
from a short in the wiring sufficient 
to destroy it are practically negligible. 
engineers have virtually eradicated 
this hazard through design, conduit, 
and the use of fireproof materials. 
F.vidence of a short can be located if 
the wires are not melted away com- 
pletely. Inspect the wiring in the vi- 
cinity where the short is supposed to 
have occurred. The small blaze that 
starts from a short must be close 
enough to a flammable subsance to 
spread the fire. A short will melt 
the strands of wire apart and cause 
small beads or knots of melted wire 
to form on the ends. Wires that are 
burned in two will be sharp-pointed. 
Check the battery and its connections. 
Ii there is no battery in the car, see 
it the evidence shows it was in the 
car before the fire. If there has 
been a, metallic substance which has 
joined the positive and negative cables 
or posts, this is evidence of deliberate 
intent to short the electrical system. A 


Electrical system. 
electric wiring 








Assembled in large groups even the nation’s outstanding arson experts tend to resemble average Americans who are attending a conven- 
tion, as this picture of the “student body” at Purdue University’s recent third annual arson training course conclusively demonstrates. 
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short in the wiring sufficient to cause 
a fire usually will exhaust the battery. 
If the fire started from a short while 
the motor was running, the distribu- 
tor points will be stuck or fused. 


Motor, radiator, and parts under 
and near the hood. There is not 
much here for the flames to feed on; 
the only possible place for an acci- 
dental fire at this location is around 
the fuel pump, carburetor, or wiring. 
Check for the cause of any other heat. 
Any evidence of a fire on the front 
lower part of the motor not attribut- 
able to the above parts indicates the 
use of flammables. Check the motor by 
turning it with a crank to see if com- 
pression is good. Consider that seri- 
ous motor trouble may have been the 
motive for the fire. Examine the 
cylinder head and motor block for 
cracks. Lead melted from any lower 
or outside seams of the radiator is 
definite evidence of flammables. The 
fan belt usually will not burn in an 
accidental fire. When gasoline is 
poured on the motor the rubber cush- 
ions for the front of the motor some- 
times will show evidence of fire; this 
is not so in an accidental fire. When 
gasoline is poured on a motor it some- 
times is spilled in spots on the front 
fenders, causing burned blotches on 
the paint; burned spots on the paint 
not in the direct line of fire always 
indicate the presence of flammables. 
Check muffler, manifold and tail pipes 
for breaks or leaks; such breaks or 
leaks may be evidence of the origin 
of a legitimate fire. Look for soot 
deposits on the underside of the 
frame and springs; the presence of 
soot indicates use of flammables. If 
the radiator core is burned badly on 
the lower right corner it indicates that 
the gas line from the fuel pump to 
the carburetor was disconnected, and 
that the starter was run to pump out 
gasoline through the fuel pump and 
then set on fire. Check the wheels 
and tires for signs of recent removal 
and substitution; if the tires burned 
on the wheels strands of wire should 
be left. To check the differential, 
drive shaft and transmission, jack up 
the rear wheels, put the car in gear 
and turn the wheels. This will di- 
vulge breaks or other mechanical 
damage that may have existed before 
the fire. Check the rear end for a 
loose or broken axle; this may estab- 
lish a motive for setting the fire. 
Check the oil level in the crank case 
and determine whether it has been 
diluted; if it contains water the car 
may have a broken block, establish- 
ing a motive for setting the fire. 
Check paint blisters on top of hood; 
this may show place where fire was 
greatest. 
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Body and running boards. The 
body of the car usually is so badly 
burned it affords little evidence. A 
consideration of the intensity of the 
heat, however, sometimes will point 
the way to the fact that the car was 
burned by use of flammables. If an 
excessive amount of flammable is 
used it will run through the floor of 
the car and burn underneath, causing 
an oil or gasoline soot to form on the 
underside of the car. If paint blister- 
ing on the hood does not correspond 
closely with the course of the fire this 
is evidence of irregularity. The hood 
may have been removed or raised to 
permit air to get to the fire. If the 
hood was raised during the fire the 
paint on the top panels may be blis- 
tered but will not be burned off where 
the two panels were touching each 
other. If the wind was blowing from 
the rear of the car toward the front 
the paint should be burned almost 
the length of the hood; the radiator 
core will be burned, but there will not 
have been enough fire at the rear of 
the car to damage the gasoline tank 
much. If the paint on the hood is 
burned only an inch or so from the 
rear toward the front it indicates that 
the wind was blowing from the front 
of the car toward the rear; in this 
case the gasoline tank may be badly 
damaged, but the radiator will be in- 
tact. Gasoline dropped on the run- 
ning boards will be evidenced by heat 
blisters, which are not explainable 
from the normal progress of the fire. 
When dirt has been thrown on the 
car, presumably to put the fire out, 
look under the dirt to see at what 
stage of the fire it was thrown. If 
sand was thrown on the car check 
to see if the sand has been burned; 
burned sand takes on a lighter, gray- 
er appearance. Frequently such ef- 
forts to put out the fire are made after 
it is out. If tools or spare tire were 
not in the car, what was the reason? 
What accessories are missing, and 
why? If the car was burned delib- 
erately, these usually will have been 
removed. Check the underside of 
the floorboards, if they are not de- 
stroyed and the owner says the fire 
came through them. Many times the 
owner will say that he first saw the 
fire under the floor boards, and a 
check will show that these never have 
been burned, or that the fire was con- 
fined to the top side. 


Determining the motive for auto- 
mobile arson was held by Davis to be 
as difficult as securing an actual con- 
fession of arson, and sometimes can- 
not be ascertained until a confession 
is made. He separated the common 
motives for automobile arson into 
three classes. 





The first is dissatisfaction with 
the automobile itself, due to such 
factors as mechanical trouble, the fact 
that it was oversold, heavy deprecia- 
tion due to hard use, owner’s belief 
that the insurance company will pay 
more for the car than it is worth, car 
not suited to the owner’s needs, or 
owner has no further need for the 
automobile. 


The second class is made up of 
domestic difficulties, such as pending 
divorce, use of car for extra-marital 
activities by husband or wife, husband 
or wife disapproved of car’s purchase, 
and excessive drinking or gambling. 


The third class—financial difficul- 
ties—presents a large number of pos- 
sibilities. The owner may become 
unemployed or have his income re- 
duced. There may be a crop failure, 
or commodity prices may be low. 
Others include: sickness in family, 
hospital and doctor’s bills; judgment 
against owner; gambling debts ; busi- 
ness reverses; women making finan- 
cial demands on owner; refusal of 
dealer to repurchase car when owner 
meets financial reverses ; finance com- 
pany demand for full payment or sur- 
render of car, in which case the own- 
er suspects he will get nothing for 
his equity; owner of car lives be- 
yond his income; owner unable to sell 
his equity in car and desires to liqui- 
date mortgage. 


A comprehensive outline of the 
legal aspects of convicting the arson- 
its was given by Herman H. Cohn, 
Springfield, Illinois, legal advisor to 
the fire prevention division of the IIli- 
nois Department of Public Safety. 
He described the elements of the of- 
fense of arson, stressing that malice 
and intention are required. He dis- 
cussed such common excuses as in- 
sanity, intoxication, and pyromania, 
and commented upon the increase in 
juvenile fire-setting ; he favored tak- 
ing a sterner line with juvenile offend- 
ers than has been usual, with hearings 
before authority in all cases, and wide 
publicity for offenders. 


He discussed also entrapment, ali- 
bis, admissions, and confessions, as 
well as circumstantial evidence, fin- 
gerprint evidence, and information 
secured from suspects by polygraph. 
Other topics which he treated in con- 
siderable detail were motives in ar- 
son, accomplices ,the burden of proof 
and general rules of evidence, co- 
operation of arson investigators with 
authorities. He gave a number of 


comments upon proper trial methods 
in arson cases, gathered from his 
own extensive experience in this field. 
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CCIDENT prevention in the small 
plant is an important factor in 
the lives of the majority of American 
workers. It is estimated that 85% of 
the industries of this country are in 
the small plant category and that they 
employ over 50% of the workers. It 
is to this group that an effective acci- 
dent prevention program must be di- 
rected. 


Safety contest statistics in general 
indicate that accident frequency rates 
are in inverse proportion to the size 
of the plants. Since these figures are 
based on the number of accidents per 
million man-hours worked, a single 
accident in a year can give the small 
plant a poorer frequency rate than an 
accident a month in the plant having 
twelve times as many employees. On 
the average this small plant will have 
two accidents during the time that the 
larger plant has twelve accidents, or 
a frequency rate that is twice.as high. 


What is the reason that the worker 
in the small plant has twice as much 
chance of being injured as the worker 
in the large plant? The answer lies 
in the fact that most larger plants 
are better organized for safety and 
provide a more effective accident pre- 
vention program. It does not follow, 
however, that this is universally true 
or that it is impossible for the small 
plant to have just as good a safety 
record. Too often the smaller plant 
assumes that, because it cannot sup- 
port a safety director, plant nurse, a 
plant magazine largely devoted to 
safety and other accoutrements of the 
larger plant, that an effective acci- 
dent prevention program is impos- 
sible. Nothing is further from the 
truth. An effective accident preven- 
tion program is achieved when super- 
visors accept responsibility for the 
safety of their workers and when a 
cooperative safety spirit prevails in 
the plant. 


The small plant has some very 
definite advantages over the large 
plant in the matter of providing safety 
to workers. The maximum benefit 
must be obtained from these. To be- 
gin with, being small, the number of 
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new employees hired is relatively 
low. It should be possible to select 
new employees with greater attention 
to their fitness for the job, their men- 
tal alertness, and safety attitude, than 
in the larger organization where too 
often a personnel department just 
supplies so many men. This job of 
selection should not be difficult for the 
superintendent or other person en- 
trusted with the hiring in the small 
plant. In an interview with an appli- 
cant the man who supervises the job 
will rate a very high percentage in 
picking the right worker. 


If this is true, then it follows that 
the small plant has a smaller ratio of 
turnover than the large plant. This, 
too, is of utmost importance. It means 
that the workers stay longer on the 
job and, if properly trained, will be 
safer workers than new employees. 
To follow this theme still further, 
workers in the small plant have longer 
average service records. This leads to 
close ties between employees and be- 
tween employee and management. 
There are many small plants where 
every man knows every other man, 
employee and supervisor, by name and 
more often by first name. This rela- 
tionship is something the large plant 
cannot enjoy. It can be used to im- 
mense benefit in the accident preven- 
tion program. Cooperation in any 
joint effort, and certainly safety is 
such, is more easily obtained where 
there is a community of interests. An 
accident to an employee in the small 
plant is a personal matter to most 
other workers. 


The general safety committee in 
the small plant can be just as large as 
in any other plant. If a committee of 
twelve functions in a plant employing 
500 or more workers, a committee of 
twelve can function that much better 
in a plant of 150 or less employees. 
This committee very often can include 





Walter Schneider is assistant plant manager, 
Flintkote Company, Little Ferry, N. J. He 
discussed small plant safety programs at the 
recent annual meeting of the Greater New 
York Safety Council. 
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all or nearly all supervisors—it should 
include some workers as well. This 
organization, therefore, covers the 
small plant more thoroughly than the 
large plant. Furthermore, although 
there are probably as many types of 
hazards in the small plant as in the 
large, every supervisor is familiar 
with all of them rather than only 
those in one department. All have 
experienced the difficulty of explain- 
ing a hazard or an accident to a per- 
son unfamiliar with the plant. Since 
all committee members know all the 
hazards and conditions of the mill, the 
small plant has just so many more 
heads to suggest corrective action. 


My own company, like every pro- 
gressive organization today, recog- 
nizes the importance of accident pre- 
vention both as a humanitarian activ- 
ity and as a function of sound busi- 
ness management. It has an overall 
accident prevention program designed 
to fit all its plants. This program is 
dovetailed into each local plant’s acci- 
dent prevention program so as not to 
interfere with production, but rather 
to help increase production efficiency. 
The program and the activities for the 
small plant described here are not 
original. Actually, it is a method of 
achieving a safety-conscious organ- 
ization employing known devices 
which fit into a plant of limited super- 
visory personnel. 


Every effective accident prevention 
program must begin with a top man- 
agement so convinced of the necessity 
of preventing accidents to employees 
that they consistently, by their actions, 
place safety on an equal plane with 
other production functions. When 
top management understands that a 
high accident frequency rate is an in- 
dication of poor production efficiency, 
then local management, if it does not 
coincide with top management, can 
expect to find much tangible evidence 
to support an accident prevention pro- 
gram. This will be shown by a wil- 
lingness to spend money on correc- 
tion of hazards, purchase of safety 
equipment, expenditures for a safety 
organization, and in the purchase of 
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educational literature and equipment 
required in the execution of the pro- 
eram. But even above this financial 
support there will be the continued 
inspiration and interest of top man- 
agement which it is the obligation of 
local management to pass on to super- 
visors and workers. Proof that a com- 
pany’s attitude is to provide 
working conditions will go far to en- 
courage safety-consciousness in em- 
\ half-hearted attempt at an 
accident prevention program enlists 
only half-hearted support. 


safe 


ployees. 


[t is local management's responsi- 
bility to put into execution an effec- 
tive accident prevention program. 
This entails a continuous job of edu- 
cution, advertising and selling. \Whe- 
ther it be the small plant or the large 
one, employees must be educated to 
want a really safe plant. It is a 
strange condition that no man will 
admit to wanting to be hurt and yet 
sO many will do so little to avoid in- 
jury. I¢ducation must show workers 
that it is possible to reduce accidents 
by cooperative efforts to this end. 
Advertising must be used to publicize 
every aspect of the program. Those 
who believe in accident prevention 
know how necessary it is to maintain 
active interest. Workers do not stay 
safety-minded because they have been 
told something once or on only one 
safety subject. Selling is achieved 
when employees actively participate 
in all phases of the accident preven- 
tion program. It is impossible to sep 
arate education, advertising and sell- 
ing into three categories. 
Work cannot be done on one without 
doing a job on the other two. Neither 
can any one of the three factors ever 
he completed. No plant has ever com- 
pleted an 
eram. 


separate 


accident prevention pro- 
It must be so organized that it 


will be maintained indefinitely. 


The safety organization in the small 
plant is directed by the manager. He 
furnishes the spark and leadership 
and he may personally assume full 
responsibility for the execution of the 
accident prevention program. He is 
more likely, however, to entrust this 
esnonsibility to the superintendent or 
ether key supervisor who is qualified 
to handle such many 
unervisors in small plants have mul- 
tinle duties, the manager must insist 
that a specified amount of time be de- 
voted to the safety program. Other- 
wise it is possible other duties so en- 


work. Since 


eulf the supervisor that the program 
is neglected. This is one of the major 
reasons why safety programs in a 
mall plant often bog down. The per- 
son charged with this responsibility 


may have the best intentions and a 
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fine program which fail of accom- 
plishment only because he is over- 
whelmed with other work which, at 
the moment, appears more urgent. 
Nothing can be more fatal to an acci- 
dent prevention program than spas- 
modic effort. 


The safety supervisor inaugurates 
and coordinates activities, serves as 
advisor to supervisors and various 
committees and generally sees that 
something is ‘‘on the fire” at all times. 


Because of the limited time the 
safety supervisor can devote to the 
program it is essential he enlist the 
services of other supervisors in han- 
dling specific details. To one may be 
assigned safety inspection, to others, 
fire, housekeeping and special inspec- 
tions. One supervisor may have 
charge of accident prevention signs, 
posters and bulletin boards. Another 
may take care of distribution of safe- 
ty literature, arrange for visual aids 
or safety movie meetings and general 
publicity. Still another may have, un- 
der his supervision, first aid and med- 
ical treatment and records. Depend- 
ing on the size of the plant and the 
number of supervisors the above 
duties may be combined or enlarged 
upon. It is not necessary, in fact it 
is preferable, if the supervisor can 
assign a capable worker in his depart- 
ment to take over all or part of the 
duties. If the worker can be changed 
occasionally so much the better. Who- 
ever does the actual job, it will still 
remain the supervisor’s responsibility 
to see that a capable performance is 
accomplished. 


The safety supervisor will endeavor 
te obtain the cooperation of workers 
through their union organization. If 
a union safety committee can be set 
up, it may well take over one or more 
of the functions assigned to a super- 
visor. The greatest benefit of such a 
committee is obtained, however, in 
the development and enforcement of 
safety rules and safe job procedures. 
\Vhere employees have a hand in 
making rules, enforcement 
more easily. A perfect record is 
reached where a union agrees to dis- 
ciplinary action for violation of safe- 
tv rules. The union safety committee 
will often appoint its own safety stew- 
ards, who are responsible to the com- 
mittee for the detection of hazards 
and unsafe practices in their depart- 
ments. 


comes 


D' ES the union contract in your 
plant contain a safety and health 
clause? Here is the clause contained 
in the agreement in effect at my plant. 





“1. The company agrees that it 
will at its own cost and expense 
maintain and promote the safety, 
health and sanitary working condi- 
tions of their employees in the 
course and scope of their employ- 
ment. 


“2. The union through its shop 
stewards will cooperate with the 
company in the interest of the 
health and safety of its employees, 
and make every effort to prevent 
the occurrence of accidents.” 


The above paragraphs were inserted 
i our agreement by the union. Since 
this is a mutual agreement made by 
responsible parties we can expect to 
receive the cooperation expressed in 
the second paragraph of this clause. 
By its very nature it imposes a dual 
responsibility on the union and _ its 
membership as well as on the com- 
pany to recognize and be alert to the 
factors of good housekeeping, sani- 
tation and safety which otherwise 
might be overlooked. By securing the 
cooperation of the local employees’ 
organization, management will have 
gained its strongest weapon against 
indifference or opposition to an acci- 
dent prevention program. 


The safety committee 
should consist of the plant manager, 
superintendent, supervisors and at 
least some members from the union 
safety committee, who meet once a 
month to decide matters of safety 
policy such as training and education- 
al methods, review accident reports, 


general 


and make recommendations for elimi- 
nation of unsafe conditions and prac- 
tices. The safety supervisor will act 
either as chairman or secretary of this 
committee, depending on whether the 
manager assumes the chairmanship. 
It is desirable also to invite to these 
meetings a few different workers each 
Most workers have an entire- 
ly new conception of safety after at- 
tending a well-conducted and planned 
meeting. Many plants find it worth- 
while to conduct such meetings at 
night at a local hotel or restaurant 
where management provides the din- 
ner. Supervisors are relieved of op- 
erating problems which often inter- 
fere with daytime meetings inside the 
plant. 


month. 


So far I have endeavored to indi- 
cate some of the means open to the 
small plant for obtaining the coop- 


eration and active participation of a 
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INDUSTRY GROUP 





Total 

1946 
PN 58 iyrars tanepeosee 2,063,100 
NNN oo oiler o s cccwrcionds 323,600 
Mining and Quarrying.......... 83,800 
ae errr 151,100 
PAGRUIOCIUFING, «ww ese cccccece 541,500 
Pubtic UUWNHES . oo... 6 ccc ees 25,500 
TR aaa ly tue erasers 333,100 
Oe 76,000 
Miscellaneous Transportation 132,800 
Services, Government, and 

Miscellaneous Industries ...... 395,700 
1945 
MN 5 okie Sew sce dacceits 2,019,800 
IIE ore She walnitica 305,600 
Mining and Quarrying.......... 82,100 
reer 112,200 
Manufacturing ........0..000. 591,600 
ere 20,300 
Ney 0 ie cic avai sews chev eie 296,000 
er ee 94,100 
Miscellaneous Transportation 139,900 
Services, Government 

and Miscellaneous Industries... 378,000 


*Less than 50. 
Agriculture based on fragmentary data. 





U. S. DEPARTMENT OF LABOR ESTIMATES OF DISABLING WORK INJURIES 
All Disabilities 


Fatalities Permanent Total Permanent Partial Temporary Total 

Disabilities Disabilities Disabilities 

To Total To Total To Total To Total To 
Employees Employees Employees Employees Employees 
1,613,900 16,500 11,700 1,800 1,400 93,100 73,200 1,951,700 1,527,600 
75,100 4,500 1,100 400 100 ~=—-: 16,200 3,700 302,500 70,200 
79,400 1,300 1,200 200 200 3,700 3,500 78,600 74,500 
103,400 2,200 1,600 300 200 3,900 2,700 144,700 98,900 
532,400 2,500 2,400 200 200 28,200 27,700 510,600 - 502,100 
25,500 400 400 . " 600 600 24,500 24,500 
266,600 1,400 1,200 100 100 8,000 6,400 323,600 258,900 
76,000 800 800 300 300 5,300 5,300 69,600 69,600 
114,000 900 700 100 100 7,600 6,500 124,200 106,700 
341,500 2,500 2,300 200 200 19,600 16,800 373,400 322,200 
1,600,900 16,000 11,300 1,800 1,500 88,100 70,100 1,913,900 1,518,000 
71,600 4,500 1,100 400 100 ~=—- 15,300 3,500 285,400 66,900 
77,600 1,500 1,400 200 200 3,600 3,400 76,800 72,600 
72,700 1,700 ~ 1,200 100 100 3,400 2,200 107,000 69,200 
581,600 2,700 2,600 300 300 30,700 30,200 557,900 548,500 
20,300 400 400 ; 600 600 19,300 19,300 
236,800 800 600 100 100 7,100 5,700 288,000 230,400 
94,100 1,100 1,100 400 400 6,500 6,500 86,100 86,100 
120,100 1,000 800 100 100 4,200 3,600 134,600 115,600 
326,100 2,300 2,100 200 200 16,700 14,400 358,800 309,400 


Mining and quarrying based largely on Bureau of Mines data. 
Construction, trade, miscellaneous transportation, services, government, and miscellaneous industries based on small sample studies. 
Manufacturing based on comprehensive survey. 

Railroads based on Interstate Commerce Commission data. 


Difference between total number of injuries and injuries to employees represents injuries to self-employed workers. 





large number of employees’ in the 
accident prevention program. This 
by no means exhausts the possibili- 
ties. The safety supervisor will find 
some employees who will take pride 
in keeping departmental ‘“‘no lost 
time” signs chalked up with the 
proper number of days. Another man 
will appreciate having his safety car- 
toons posted on the bulletin board. 
Any activity that furthers either the 
individual’s or group’s safety con- 
sciousness is worth keeping stimu- 
lated. 


We all know that supervisors occu- 
py a key position in the accident pre- 
vention program. With a company 
policy that condemns a poor safety 
record to the same extent as poor 
production efficiency the supervisor 
niust accept responsibility for the wel- 
fare of his men. Acceptance of re- 
sponsibility by supervisors does not 
result from this blunt statement 
which we frequently hear or read: 
“The supervisor must accept respon- 
sibility for accidents occurring in his 
department.” This statement, with 
no clarification, is resented by super- 
visors and hardly tends to make them 
cooperative in the accident prevention 
program. It sounds too much as if the 
supervisor is to blame for every acci- 


dent, which certainly is not true. I 
think everyone, including supervisors, 
will agree that the supervisor's re- 
sponsibility in his department is great- 
er than any other person’s. However, 
top management, local management, 
the safety supervisor and the general 
and union safety committees all share 
in the responsibility. With this un- 
derstanding the supervisor is more 
willing to accept the proportion of 
responsibility—not blame—which is 
his. The methods employed for in- 
teresting workers in the program also 
have their effect on supervisors. Very 
often the workers themselves will be 
instrumental in developing a deeper 
sense of responsibility in the super- 
visor. Active employee participation 
cannot do otherwise than demand this. 
The supervisor primarily has the duty 
ot properly training his workers and 
of seeing that clean, safe and orderly 
conditions prevail. Good housekeep- 
ing is the sign of a safe plant. He 
will be watchful of the safety habits 
of his men and enforce safety rules. 
very accident, even though it may 
not result in personal injury, must be 
investigated and corrective measures 
applied immediately if similar acci- 
dents are to be prevented from occur- 
ring in the future. 


HE part played by the insurance 

safety engineer should not be un- 
derestimated. He brings to the small 
plant the knowledge and education of 
a career devoted to accident preven- 
tion. The accumulated experience of 
many other plants is made available 
through his service. The trained out- 
sider’s inspection can frequently de- 
tect hazardous physical conditions as 
well as unsafe practices which we, 
who work in the plant every day, 
overlook. Just the appearance of the 
safety engineer an plant inspections 
and at general safety committee meet- 
ings has a definite influence on the 
safety morale of an organization. | 
say this from personal experience 
with workers’ asking when the safety 
engineer will again make a visit. It 
is advantageous to encourage em- 
ployees to discuss their safety prob- 
lems with him on his monthly visit. 
The service offered by the insurance 
safety engineer is very flexible, and 
the small plant can make effective use 
of it in supplementing its own safety 
organization and bringing it up to 
large plant standards. 

What are some of the features in 
connection with an accident preven- 
tion program that are applicable to 
the small plant? Because the small 
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plant cannot support a program that 
involves a great deal of formal activ- 
ity or clerical assistance it must use 
to the utmost those proven aids to a 
safety-conscious worker organization 
which are known to be effective. 

Segin with the new employee. Pic- 
ture his induction procedure. First, 
in the original interview, we see the 
employer questioning the applicant as 
to his past accident record, the safe- 
ty organization in his previous place 
of employment and similar questions 
to determine the man’s safety atti- 
tude. After the right man is selected 
for the job, we see him next being 
checked by a physician who, in the 
course of his examination, explains 
that its purpose is to see he is physic- 
ally fit and can work safely on the 
job he is to perform. Later, we find 
him back with his employer who, 
while explaining company policies, 
emphasizes the interest of the com- 
pany in preventing accidents and its 
insistence that the safety rules, a copy 
of which is given to him, be followed. 
I'robably the employer tells him some- 
thing of past achievements of the 
plant in accident prevention and ex- 
plains the departmental safety contest 
presently in operation. Certainly he 
stresses to the new man the necessity 
of reporting all injuries promptly so 
that first aid or medical attention can 
be rendered before infection or other 
complications arise. The new em- 
ployee is now introduced to his super- 
visor, who shows him the location of 
the first-aid and locker rooms. The 
supervisor obtains any protective 
clothing or devices required for the 
safe performance of the job and ex- 
plains how the new man can obtain 
replacements. Next, he is taken to the 
job, where the supervisor demon- 
strates to him the safe performance 
of the work and points out the hazards 
of the work area. Now we see the 
supervisor watching the man perform 
the job, occasionally making sugges- 
tions that may have been overlooked 
originally. In the course of the fol- 
lowing week we find the supervisor 
spending a good deal of time check- 
ing the new man to be certain that 
he fully understands the job and haz- 
ards to be avoided. 

This picture indicates two things. 
First, proper induction procedure to 
insure that the new man has a full 
understanding of the meaning of acci- 
dent prevention in this plant. The 
new employee is particularly receptive 
to the safety program at this stage of 
his employment, and it is most im- 
portant a good impression be made. 
Secondly, the picture indicates that 
the supervisor has acknowledged and 
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accepted his share of the responsibil- 
ity for accident prevention among his 
men. 

The good supervisor keeps his en- 
tire department safety-minded by oc- 
casional pep talks covering some phase 
of the safety program. These may 
take the form of a discussion of an 
accident narrowly averted, a particu- 
lar safety problem, or at times merely 
a review of safety rules and safe prac- 
tices. 

Safety contests provide an effective 
means of stimulating employee inter- 
est. The national and state contests 
are valuable from a management 
standpoint in judging the effectiveness 
of an accident prevention program. 
However, these contests are too big 
and other participants too remote to 
provide any great incentive to work- 
ers unless the plant is very close to 
the top. Inter-plant contests between 
branch factories of a company or be- 
tween companies in an area create a 
competitive spirit that workers will 
take interest in following. Likewise 
inter-department contests can provide 
probably the greatest interest. There 
are so many variations of these that 
an entire discussion could revolve 
around this subject alone. Normally, 
it is best to include factors besides 
accident frequency to determine 
standings. Such things as ratings on 
housekeeping inspections, unsafe 
practices reported, keeping of “no 
lost time” boards up to date, and 
failures to report for first-aid are just 
a few of the things that can be graded. 
It is important to have impartial ob- 
servers or committees if such con- 
tests are to have the support of work- 
ers. The insurance safety engineer 
frequently can act as this impartial 
judge. 

A suggestion system offers another 
excellent way of securing employee 
cooperation in the safety program. 
Although most suggestion systems 
cover all phases of a company’s busi- 
ness you will find, if your accident 
prevention program is effective, that 
safety recommendations will consti- 
tute the highest percentage of sugges- 
tions received. The worker, being 
closest to the job, frequently sees haz- 
ards or improvements that are over- 
looked by management. Compensat- 
ing the employee accordingly for con- 
structive ideas is sound business and 
stimulates other employees to seek 
out hazards. Some control must be 
exercised over the type of safety sug- 
gestions acceptable. Otherwise the 
suggestion box will be filled with 
purely maintenance suggestions. 

The use of safety bulletin boards 
at numerous locations in the plant, and 





maintained to be attractive and inter- 
esting, keeps workers informed on 
accident prevention activities, as well 
as providing education through the 
use of appropriate posters and dis- 
plays. Those plants which can provide 
an out-of-door bulletin board at the 
entrance to the plant will find the cost 
and effort repaid many times. Such a 
safety display advertises not only the 
attitude of management toward acci- 
dent prevention, but provides an in- 
centive to employees to maintain a 
safety record that is worth advertis- 
ing to the public. A bulletin board of 
this type usually indicates the accident 
record of the plant compared with 
previous records or standings of de- 
partments in the local safety contest. 
Additionally it may be painted with 
accident prevention slogans and may 
even be lighted to attract attention at 
night. 


I like personal awards as a recog- 
nition of a good safety record. Many 
plants award pins to employees who 
have worked a year or longer without 
a lost time accident. Such awards, 
even though all or nearly all em- 
ployees of a plant earn them, are val- 
ued, particularly if a man can make a 
collection of them. Even more effec- 
tive, however, is the recognition card 
which indicates that the employee has 
worked a definite number of years 
without a lost-time accident. The fact 
that this card is inscribed with the 
employee’s name and usually is signed 
by a company official makes this 
award a treasured possession. The 
safety honor roll is another means of 
providing personal recognition of a 
good safety record. 


In this talk I have been concerned 
chiefly with the human element in re- 
lation to the accident prevention pro- 
gram. The physical aspects are also 
important, but a plant with a safety- 
conscious organization will naturally 
be well-supplied with safety equip- 
ment. The plant that depends chiefly 
on physical protection to control acci- 
dents will continue to experience a 
high accident frequency rate. 


The main impression I should like 
to stress is that any effective accident 
prevention program depends on the 
active and sustained cooperation of 
management and workers. I think 
the small plant is better equipped to 
bring about this result than the large 
plant. Enthusiasm for any cause is 
developed by understanding. Acci- 


dent prevention, if presented to work- 
ers as an outlet for different kinds 
of effort and activity, can be of inter- 
est and a source of satisfaction to all 
employees. 
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Grand Hotel 


Situated on historic Mackinac Island, since 1887, is the world 
renowned Grand Hotel. It is one of the largest and most famous 

















of summer resorts. Dedicated to gracious living in an air of 
refinement, Grand Hotel offers its guests the finest of accom- 
modations, unexcelled cuisine and the best recreational facili- 
ties. Its spacious veranda, coachmen and liveried attendants 
create an old-world atmosphere of rest and relaxation for guests. 


Since 1933, when its present owner 
W. S. Woodfill assumed manage- 
ment, Grand Hotel has placed its 
Workmen's Compensation insur- 
ance with this Company, It relies 
upon us for the Safety Engineering 
assistance and Claims Service that 
protects its employees from on the 
job hazards and pays every just 
claim when accidents happen. And, 
like all other Workmen’s Compen- 
sation policyholders, Grand Hotel 
participates in our regular divi- 
dend savings which are currently 
20%. * 

Our representative in your locality will 
give you details on Workmen’s Com- 


pensation insurance to meet YOUR 
every requirement. 








MICHIGAN MUTUAL LIABILITY COMPANY 


163 Madison Avenue, Detroit 26, Michigan 
Dividend Paying—Founded 1912 
Workmen’s Compensation © Automobile © General Casualty Insurance 
through its affiliate 


ASSOCIATED GENERAL FIRE COMPANY 


it writes Fire Insurance and Allied Lines 
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The Policy Back of the Policy—Our way of doing business 
that makes your interests our first consideration 


ign often we envy a child’s peaceful, un- pay every claim —now and in the future. 


troubled sleep! A child rests easy because he 
knows he’s safe—always protected by mom and 
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Complete financial safety—plus prompt, friendly 
service and substantial savings to policyholders. 
These are the things that merit for mutual com- 


Yes, the feeling of security is the key to peace of panies—such as Hardware Mutuals—their pre- 
mind. And in insurance, the financial security eminent position in the insurance field! 


of mutual companies is unexcelled. 
That’s why so many millions of 
Americans choose mutual companies 
—such as Hardware Mutuals — for 
their insurance. 


The mutual principles of sound, con- 
servative management and _ invest- 
ment of funds primarily for safety 
give policvholders added safeguards. 
They assure unwavering financial 
strength and unquestioned ability to 


Non- assessable Casualty and Fire Insurance for your 
BUSINESS . . . AUTOMOBILE . . . HOME 


Hardware Mutuals 


FEDERATED HARDWARE MUTUALS 
Hardware Dealers Mutual Fire Insurance Company. Home Office. Stevens Point, Wisconsin 


Mutual Implement and Hardware Iesurance Company. Home Office Owatonna, Minnesota 


HARDWARE MUTUAL CASUALTY COMPANY 


Home Office, Stevens Point, Wisconsin 











